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FOR 1954 


MONDAY, JUNE 22, 1953 


UnitTEep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:30 a. m., in room 
F-37, the Capitol, Hon. Leverett Saltonstall (chairman of the sub- 
committee) presiding. 

Present: Senators Saltonstall, McCarthy, Dworshak, Dirksen, 
Maybank, Ellender, Bricker, and Hickenlooper. 


ATOMIC ENERGY COMMISSION 
OFFICE OF THE CHAIRMAN 


STATEMENT OF GORDON DEAN, CHAIRMAN, UNITED STATES 
ATOMIC ENERGY COMMISSION; HENRY D. SMYTH, COMMIS- 
SIONER, UNITED STATES ATOMIC ENERGY COMMISSION; 
EUGENE M. ZUCKERT, COMMISSIONER, UNITED STATES ATOMIC 
ENERGY COMMISSION; M. W. BOYER, GENERAL MANAGER; 
WALTER J. WILLIAMS, DEPUTY GENERAL MANAGER; HAROLD 
L. PRICE, DEPUTY GENERAL COUNSEL; R. W. COOK, DIRECTOR, 
DIVISION OF PRODUCTION ; BRIG. GEN. K. E. FIELDS, DIRECTOR, 
DIVISION OF MILITARY APPLICATION ; LAWRENCE R. HAFSTAD, 
DIRECTOR, DIVISION OF REACTOR DEVELOPMENT; THOMAS 
H. JOHNSON, DIRECTOR, DIVISION OF RESEARCH; DR. JOHN C. 
BUGHER, DIRECTOR, DIVISION OF BIOLOGY AND MEDICINE; 
JESSE C. JOHNSON, DIRECTOR, DIVISION OF RAW MATERIALS; 
EDWARD J. BLOCH, DIRECTOR, DIVISION OF CONSTRUCTION 
AND SUPPLY; OSCAR S. SMYTH, DIRECTOR, DIVISION OF OR- 
GANIZATION AND PERSONNEL; DON S. BURROWS, CONTROLLER; 
F. J. McCARTHY, Jr., ASSISTANT CONTROLLER FOR BUDGETS; 
AND MORSE SALISBURY, DIRECTOR, DIVISION OF INFORMA. 
TION SERVICES 


GENERAL STATEMENT BY THE CHAIRMAN 


Senator SALTONSTALL. We are starting today the hearings on the 
second independent offices appropriation bill for 1954, covering funds 
for the Atomic Energy Commission, the Selective Service System, the 
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Tennessee Valley Authority and the Veterans’ Administration. The 


first bill, providing funds for the Executive office and for 22 of the 


independent agencies, passed the Senate on May 20 and is awaiting 


| nie rence action 


The second bill, which has passed the House las Thursday, June 


LS, provides total appropriations of $5,284,369,.644, com] ared with the 
ol rinal budget estumates of $6 ,455,.758,664 and estimates re vised by 
the present administration of $5,611,788,665, and appropria 


1953 of $8,642,124 460. 

SO that we may have a table for easy reierence, I vill LOW plac e 1n 
1e record a tabulation comparing the revised budget estimates with 
ast year and with the original estimates, and showing the House 


i 
llowance. I will also place in the record a second table compari 


the personal services for these wenciles. 


} 
4 


The tables referred to follow: 
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House report contains the following tables: 


TaBie A.—U., S. Atomic Energy Commission 


Original budget 
estimates, 1954 


Allowed by 


-roject 
Proj committee 


Reduction 





Operations 
(a) Source and fissionable material 
(6) Weapons 
(c) Reactor development 
(d) Physical research 
(e) Biology and medicine 
(f) Community operations 
(g) Program direction and administration 
h) Security investigations 


Total operating costs 


Increase in 
Inventories 
Working capital 
Unliquidated obligations 


Total operating obligations 
Unobligated balance of prior years reappropriated 


Appropriation for operating expenses 


Plant and equipment 
Source and fissionable materials facilities 
(b) Weapons facilities 
(c) Reactor development faci 
(d) Physical research facilities 
(e) Biology and medicine facilities 
(f) Community facilities 
(g) Administrative facilities 
h) Equipment not included in _ construction 
projects 





Total plant and equipment obligations 
Unobligated balance of prior years reappropriated 


Appropriation for plant and equipment 


Grand total appropriations... umiiies 


TABLE B. 


Acquisition of assets 
Power facilities 
Projects under construction 
New facilities 
Fulton steam p 
John Sevier uni 
Kingston unit 9 





, units land 2 





Total power facilities 
Additions and improvements at completed projects 
Navigation facilities 
Investigations for future projects 
Chemical facilities 
General facilities 
Distribution of administrative and general expenses 





Total acquisition of assets 


Program expenses 
Resource development 
Other programs 
Distribution of administrative and general expenses 


Total program expenses 
In Ventories and property transfers 


Total appropriation financed budget 
Less funds for purchase of 180 automobiles 


Grand total- : . one 


$439, 638, 000 
320, 026, 000 
110, 300, 000 

43. 548, 000 
26, 565, 000 
2, 136, 000 
40, 678, 000 
16, 282, 000 


999, 173, 000 


9, 936, 000 
3, 604, 000 
143, 705, 000 


, 156, 418, 000 
it) 


. 156, 418, 000 


660, 344, 000 
79, 327. 000 
51, 775, 000 
4, 824, 000 
391, 000 

. 669, 000 
125, 000 


x 


34, 916, 000 


840, 371, 000 


— 404, 000, 000 


436, 371, 000 


, 592, 789, 000 


Original 
budget 


$191, 589, 000 


30, 000, 000 
&, 800, O00 
9, 000, 000 


239, 389, 000 
1, 791, 000 
568, 000 
287, 000 

1, 642, 000 
1, 256, 000 

1, 495, 000 


246, 428, 000 
, 377, 000 


055, 000 
500, 000 


or to 





32, 000 
—5, 000 


$423, 938, 000 
299 3, 000 

, 000 
O00 
000 
, 636, 000 
34, 740, 000 
13, 112, 000 








926, 474, 000 


1, 882, 000 
32, 762, 000 
47, 039, 000 


942, 633, 000 
— 50, 852, 000 


891, 781, 000 


542, 592. 000 
86, 496, 000 
32, 478, 000 
2, 430, 000 
391, 000 

5, 633, 000 


0 
29, 616, 000 


699, 636, 000 
533, 636, 000 


166, 000, 000 


1, 057, 781, 000 


Tennessee Valley Authority 


Recommended 
by committee 


$160, 589, 000 


&, 800, 000 
9, 000, 000 


178, 389, 000 
1, 130, 000 
260, 000 
100, 000 
872, 000 
717, 000 

1, 495, 000 


182, 963, 000 


5, 055, 000 
500, 000 





—5, 000 


188, 513, 000 
— 142, 000 


188, 371, 000 


000 
000 
000 
, 000 





500, 000 
000 
—3, 170, 000 





~72, 699, 000 


8, 054, 000 
36, 366, 000 
96, 666, 000 


213, 785, 000 
50, 852, 000 


264, 637, 000 


— 117, 752, 000 
7, 169, 000 
19, 297, 000 
? 394, 000 
i] 

3, 036, 000 
125, 000 





300, 000 


140, 735, 000 
129, 636, 000 


270, 371, 000 


535, 008, 000 


Reduction 


$31, 000, 000 


30, 000, 000 


61, 000, 000 
661, 000 
308, 000 
187, 000 
770, 000 
539, 000 


63, 465, 000 


-2, 377, 000 


2, 377, 000 


—65, 842, 000 
— 142, 000 


—65, 984, 000 
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TABLE C.— Veterans’ Administration—Table of administration, medical, hospital, 


and domiciliary services obligations 


























Appropri Original Revised i 
Item ations, estimate estimates, i 
1953 154 154 
General operating expenses 
1000 General administration $69, 384, 802 $75, 059, 000 $71, 252, 000 $71, 652, 000 
2000 Contact : 8, 925, 877 &, 204, 000 8, 128, 000 8, 128, 000 
3000 Claims ; 36, 487, 912 36, 875, OOK 34, 738, 000 34, 738, 000 
4000 Insurance 34, 254, 000 290. 128, 000 20, 591, 000 30, 591, OOD 
5000 Vocational rehabilitation 30, 314, 7: 45, 014, 000 39, 025, 000 37, 192, 000 
6000 Loan guarantee = 13, 440, 177 13, 230. 000 13, 230. 000 13, 230, 000 
7000 Readjustment allowance 436, 310 
Less: Undistributed reduction —2, 214, 000 2, 000, 000 
Total, general operating expenses 193, 243, 805 207, 600, 000 193, 750. 000 193, 531, 000 
Medical administration and miscellaneous 
operating expenses 
8100 Medical, hospital, and domiciliary 
administration | 8, 364, 010 100 7, 757, 900 7, 757, 900 
8200 Research 5, 217, 000 000 5, 500, 000 5, 500, 000 
8300 Education and training 1, 423, 000 1, 600, 000 1, 300, 000 300, 000 
9000 Capital expansion 100, 000 306, 500 312, 500 312, 500 
Total, medical administration and 
miscellaneous operating expenses 15, 404, 010 17, 244, 400 14, 870, 400 4, 870, 400 
Maintenance and operation of hospitals 
8410 NP hospital care | 156, 616, 420 166, 150, 000 128, 600 
8420 TB hospital care 47, 028, 352 i 500 250, 800 
8430 G. M. & 8. hospital care | 311, 493, 687 335, 562, 800 598, 600 
Total, maintenance and operation | 
of hospitals a | 8, 459 | 2 549, 079, 300 523, 973, 000 4 555, 000, 000 
Contract hospitalization (8440 | 22,300, 000 20, 583, 100 17, 783, 100 20, 583, 100 
Maintenance and operation of domiciliary | 
facilities (8500) 22, 047, 452 26, 377, 200 24, 248, 200 24, 248, 200 
Outpatient care (8600) | 96, 826, 328 104, 677, 900 81, 900 32, 677, 900 
Maintenance and operation of supply depots | 
(8700) | 2, 174, 761 2, 244, 500 2, 244, 500 1, 800, 000 
Less: Depot stock usage } —2,751, 789 | 
Total obligations 864, 383,026 | 927, 806, 400 858, 442, 100 902, 710, 600 
Less: Reimbursements from other sources —6, 750, 751 —6, 706, 400 7, 092, 100 7, 000, 000 
Unobligated balance. 8, 249, 985 
Total appropriations 865, 882, 260 921, 100,000 | 851, 350, 000 895, 710, 600 


NotTe.—The total obligations included 


amounts: ! $6,750,751, 2 $6,706,400, 3 $7,092,100, and 4 $7,000,000 


in the item for ‘‘Maintenance and operation of hospitals’ 
reimbursements for services performed for other Government agencies and indiv 


Personal services in the second independent offices appropriation 


Permanent positions 


A ve 


1 





bill, 19: 


’ includes 
iduals in the following 


4 


rage number, 
lemployees 


1953 1954 . 1954 1953 1954 1954 

original | re ‘ wiginal | revised 

Atomic Energy Commission, operating 7, 65¢ 8, 387 7, 530 8, 039 7, 236 

Selective Service System 7, 518 7, 448 7,325 7, 598 7,420 

Tennessee Valley Authority 13, 494 14, 057 370 24, 962 23, 104 

Veterans’ Administration 

Administration, medical, hospital, and 

domiciliary services. ._.- 172, 739 | 180,844 | 150,469 | 165, 976 74, 125 163, 303 

Hospital and domiciliary facilities 596 596 560 1, 420 1, 391 560 

Total, 2d independent offices, 1954 202,003 | 211,332 | 188,254 | 205,607 | 216,115 201, 673 
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Personal services in the second independent offices appropriation bill, 1954—Con 
A i 
4 
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Senator SALTONSTALL. It is my intention to continue these hearings, 
after the present classified session with the Atomic Energy Commis- 
sion, with open sessions this afternoon for the Selective Service 
System and the Tennessee Valley Authority. Other meetings will 
prevent holding hearings tomorrow. On Wednesday we will continue 
with the Veterans’ Administration, for such time as may be required, 
Then on Friday we will close the hearings after hearing from thos: 
public witnesses who have requested an appearance. 


HEARING PROCEDURE 


Unless there is objection, I propose to follow the same procedure as 
in the hearings on the first bill by putting in the record as each agency 
comes along a summary of the appropriations requested and any 
prepared statement. We will then ask the witness to say anything 
that he may wish to say concerning his prepared statement and to 
be prepared to answer any questions, and if any increase over the 
appropriations for 1953 is asked for, we want an explanation as to 
that. If amendments are proposed to the House bill, we want the 
amount or language of the amendment and any presentation that is 
made to justify the amendment 

We will now start the hearings with the classified session for consid- 
eration of the appropriations for the Atomic Energy Commission 
In that connection, I will ask the reporter to take down what is said 
except when statements are mad which are directed to be off the 
record, and then [ will ask the Commission to carefully review the 
transcript so as to leave out what should be left out, but to supply 
as much information for the printed hearings as can be judiciously 
released to the public 

Without objection, I will now insert in the record a summary table 
including a letter to Chairman Bridges of May 18, 1953, giving the 
revised estimate and the letter of June 9, 1953, transmitting the 
requested amendments to the House bill, and Mr. Dean’s prepared 
statement. 

The documents referred to follow 
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1954 


In arriving at the revised estimate for the “Plant and equipment” appropria- 
tion, contingency funds in the amount of $140.5 million, which were included in 
the funds appropriated in the Supplemental Appropriation Act, 1953, for the 
expansion of the Commission’s production facilities, have been used to reduce 
the 1954 appropriation request and are therefore no longer available for appli- 
cation to the construction projects under the expansion program. These contin- 
gent amounts provided, in large measure, assurance to the Commission that in 
starting the expansion program we could comply with the ree in the Supple- 
mental Appropriation Act, 1953, which specified that no part of that appropria- 
tion could be available for the construction of specific items or units thereof unless 
funds were available for their completion. The expansion of the production 
facilities at each of our locations was started on the basis of preliminary estimates 
of costs which indicated that with the funds available, including these contingent 
amounts, we were reasonably assured the plant could be completed from the 
funds appropriated. With the withdrawal of these contingencies we can no 
longer give that assurance. Although design and construction on most of the 
major plants are advancing at a rapid rate, firm estimates of total costs will not 
be available for at least another year. Supplemental funds for the expansion 
program may, therefore, become necessary at a later date. In the light of these 
conditions and in order to remove any possible problems under the ‘‘funds to com- 
plete’’ proviso, the Bureau of the Budget, in its letter of May 18, requests that we 
ask the Appropriations Committees for repeal of the proviso. 

The reductions in the appropriation request for 1954 also affect various limita- 
tions contained in the proposed appropriation language, which should be revised 
as follows: 

(a) The limitation, under ‘‘Operating expenses” on the amount available for 
program direction and administration personnel can be reduced from $32,353,552 
to $29,453,000. 

(b) The limitation under “Plant and equipment” on the purchase of motor 
vehicles can be changed from not to exceed 597 of which 449 shall be for replace- 
ment only to not to exceed 526 of which not to exceed 426 shall be for replacement 
only. 

The Director also indicated that there is pending in the Senate, a bill, S. 1569, 
to amend the Independent Offices Appropriation Act, 1953, so as to provide for the in- 
vestigation by the Civil Service Commission in lieu of the Federal Bureau of Inves- 
tigation of persons receiving Atomic Energy Commission fellowships. The Director 
feels that this proposal is desirable but that it is more appropriate that the purpose 
be accomplished by revision of the pending appropriation bill rather than by 
amendment of an existing statute and, therefore, has requested the Commission 
to ask your committee to revise the appropriation language along the lines of 
S$. 1569. The Director states that the Department of Justice supports this request. 
The provision in question is in the 1953 Independent Offices Appropriation Act 
as section 102 of the general provisions. 

Within the time available to the Commission after the receipt of the Bureau 
of the Budget’s allowances, we have not been able to prepare a revision of the 
justifications previously submitted to your committee for the 1954 budget esti- 
mates. We have prepared, however, a reconciliation of the new amounts to those 
formerly submitted together with an indication of the effect on the program of 
the recommended reductions. Copies of this material are transmitted herewith. 

\ similar letter is being transmitted to the Chairman of the House Appropria- 
tions Committee. 

Sincerely yours, 
Gorpon Dean, Chairman 





Aromic ENERGY COMMISSION, 
Washington 25, D. C., June 19, 1958. 
Hon. L&vERETT SALTONSTALL, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, United States Senate. 


Dear SENATOR SALTONSTALL: Transmitted herewith are proposed amendments 
to the Second Independent Offices Appropriation Act, 1954, as passed by the 
House. The attached copies of the proposed amendments set forth the detail of 
the changes requested and the reasons why they are deemed necessary. 

Sincerely vours, 
Chairman 


GorDON DEAN, 
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PROPOSED AMENDMENTS TO THE SECOND INDEPENDENT OFFICES APPROI 
Act, 1954 


INDEPENDENT OFFICES ATOMIC ENERGY COMMISSION 


Original estimate submitted to the House: 
Operating expenses . , 156, , 000 
Plant and equipment__- 36, 371, 000 


Total , 592. 789. 000 


Act: 
Operating expenses _ _ _ 781, 000 
Plant and equipment 000, 000 


Total _- _ 781, 000 


Reduction by the House: 
Operating expenses 264. 637, 000 
Plant and equipment 270. 371. 000 


Total__ , 53: 000 


House hearings, part 1, page 367. 
Amendments proposed: Page 5, line 14; page 6, line 16 


AMENDMENTS 


(1) Page 5, line 14, after the word “‘budget”’ strike out the period and insert the 
following: 

Provided further, That the foregoing proviso shall not apply to any project for the 
alteration, extension, or improvement of technical or production facilities unless such 
project includes the construction of a new building estimated to cost in excess of 
$100,000. 

(2) Page 6, line 16 
Not to exceed 5 per centum of any appropriation under this head may be transferred 
to any other such appropriation but no such appropriation shall be increased by more 
than 5 per centum by any such transfers. 


insert between lines 16 and 17 the following paragraph 


the language contained in the Commission’s 1953 appropriation. 
House Report 


ATOMIC ENERGY COMMISSION 


‘This Commission is responsible for the production of fissionable materials and 
atomic weapons, research and development of both military and peaceful appli- 
cations of atomic energy, and the dissemination of technical information for gen- 
eral use by educational and other institutions and the public at large. 


“The committee considered a budget request totaling $1,592,789,000 for this 
activity and has included in the bill therefore $1,057,781,000, which is a reduction 
of $535,008,000 in the budget estimate. A tabulation showing the budget esti- 
mate by project, the amount allowed by the committee, and the reduction recom- 
mended in each activity is set forth below as follows: 
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United States Atomic Eneray Commission 
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supervisory staffs representing AEC at these facilities are not essent 
tional savings which can be effected in this progra ire contained 


mittee investigators’ report which has been supplied AEC for its infor 


guidance 



























‘*The bill contains $13,112,000 for security investigations whic] a re 
of $3,170,000 under the budget estimate of $16,282,000 Under t heac 
‘Securitv’ the committee expresses the belief that there is a ver ew 
public funds as the program is administered by the Co iss 
investigators have estimated that the annual cost of the securit gral 
excess of $55 million inclusive of funds provided for security i I 
to above, all coming under the AEC security prograr Che whole securit 
of AKC should be reviewed and si tion and economy eff 1 
feasible. 

“The original budget proposed an increase in working capital of $3, 
The committee recomm ds a reduction of $33,366,021 col 
balance presently carried in the accounts of the Co ission as an i : 
It is the feeling of the committee that with the passage of ie these 
funds, formerly utilized under the du Pon ontract operation of Hanf 
under the current contract for operation of ford the Ge a 
Co., are no longer required as al urance ful t« ote erst el a 
erty The committee feels that these funds should be r Apt 1, am 
therefore, applied such funds to the requirements of this appropriatio 
fiscal year 1954 The recapture of $33,: 1 in t lateral fu 
and a reduction of $3 ! ot I a 
$32,762,021 in total wor é a Lia tr lu 0 153 ) 
1954 lr} red i al of f 
funds in t u f S3.604.( I ‘ lu : ; (i 
off) recommended in the bill 

“For plant and equipment the committee recommends ropria 
$166 million, which is a reduction of $270,371,000 in the budget estimat 
e r. the co mittee pe ts ou na ul inobligated bala 1 ( 
636,000 will be carried forward from the fiscal year 1953, thu 1 g a 
$699,636,000 available for obligation for construction purpose luring 
vear 1954 The sizable unobligated balance ($533,636,000) to be car 
ward to th vear 1954 is due to e delay in committing funds o1 
planned for obligation in fiscal vear 1953 and to the deferral of projects o1 
planned to start in that vear 

LIMITATIONS AND LEGISLATIVE PROVISIONS 

The followir lin l ative ] yns not etofor 
in connection with ¢ riation bill are nended On pag 
connection with plant anc ient, Atomic Energy ¢ siol 
** § Provided furthe That iu on to funds alloca 1 for re ar’ id 
ment for a reactor which will advance technology towards botl ip pre 
and the generation of industrial ] r and for design of s at 
reactor, the Commission may expend ) Lunds | vided r tl 
sum as may be necessary, not to exceed $7 million, for ‘ 
tion of sueh reactor, without regard to any other pro of this act 

“On pag $1, in < 1 W plant and ulpment Atomic Ener Cc 
sion: 

** “Provided furth That funds appropriated under thi 1d may, when 
Commission determines a need exists, be used for the construction of 
accelerators without regard to any other provision of act 
Us ICA IO 
Amendment (1 IT nse on wuag pling } yV¢ ty l wo 
mant or ¢ ee ting te ; — ait ak satel 
ch ch nevolved a neu d ling costing evces ( s/ O00 ‘ 
p ohibiita g ihe start / ri construction } ynect hich ar f 
included in the budget (p. 4 ? ] 

The provisions of the ( MISSiO 1954 appropriation fer plant i 
ment as approved by the House prohibits the start of any construction 
for which an estimate was not included in the budget. This proposed ame 
would exempt projects for the alteration, improvement or extension of « 
technical or production facilities. It would not, however, exempt an 


project which involved a new building costing in excess of $100,000 








).4 


OU 
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The necessity for this change arises from the fact that it is sometimes not 
possible to foresee, in time for inclusion in the budget, alterations and improve- 
ments which may be indicated by rechnical changes or advancements and which 

i result in ibstantial increase in productivity or substantial reductions in 
cost 
imendment (2). Insertion of language limiting transfers between appropriations (p 


6, line 16 

This amendment would reinstate the provision contained in the 1953 Inde- 
pendent Offices Appropriation Act which authorized transfers of not to exceed 
5 percent between the appropriations for operating expenses and plans and 
equipment. 

In an industrial enterprise in which there are new processes and techniques 
constantly being developed, it is most difficult to estimate in advance just how 
a given program or objective will be carried out. As an example, it cannot 
always be determined in advance of the development of metals or materials for 
use in the program and the process required to produce them whether or not it 
will be possible to interest private capital to produce them in their own plants 
on a unit price basis or whether it will be necessary for the Commission to con- 
struct new plants for their production. Furthermore, at times situations arise 
when the improvement of facilities will result in substantial savings in operating 
costs. The reverse situation also may occur in which the cost of constructing a 
new facility may be reduced or eliminated by increasing the level of operations 
in existing plants. It is requested therefore that the provision be continued for 
the transfer of not to exceed 5 percent of the smaller appropriation in order that 
the Commission may continue to be in a position to choose the most efficient 
method of carrying out its program. 


GENERAL STATEMENT OF Mr. GorpoN DEAN, CHAIRMAN, U.S. Atomic ENERGY 
Commission BEFORE THE INDEPENDENT OFFICES SUBCOMMITTEE, SENATE 
APPROPRIATIONS COMMITTEE, Monpay, JuNE 22, 1953 


The Atomic Energy Commission is appearing before your committee today in 
connection with the appropriations required for the atomic energy program for 
fiscal year 1954. The original appropriation request submitted in January for 
the fiscal year 1954 was $1,592,789,000. As vou know, this original request was 
later revised in many important respects. The revised estimate for the fiscal year 
1954, submitted to the Congress on May 18, 1953, totals $1,096,000,000, or a 
reduction of $496,789,000 from the original budget. The appropriation approved 
by the House provides for a further reduction to a total of $1,057,781,000, which 
is $38,219,000 below our revised estimates and $535,008,000 below the original 
estimates. 

Our requirements for funds in fiscal year 1954 are much less than for fiscal year 
1953. For that year $4,124,600,000 was appropriated, $1,137,700,000 in the reg- 
ular appropriation and $2,986,900,000 in the supplemental appropriation which 
authorized the major expansion we are now making in our production facilities 

The reductions made by the House affect only supporting services; no reduction 
was made in any of the operating programs or in the plant and equipment estimates. 
The proposed reductions apply to amounts requested for community operation, 
program direction and administration, inventories, and working capital. I shall 
discuss each of these in a moment. 


Revised estimates 

Before doing so I would like to indicate briefly what the revised estimates 
submitted last month are based upon. The reduction of roughly one-third in 
total financial requirements in fiscal year 1954 is the product of successive program 
reviews by the Commission, the Bureau of the Budget, the National Security 
Council, and the President. Among the key factors accounting for the sharply 
reduced level of financial support for the atomic energy program in fiscal year 
1954 are these: 

First, this budget has been pared to the bone, the primary consideration being 
a minimum request for funds consistent with the Commission’s overriding re- 
sponsibility for fulfilling military requirements and for furthering the develop- 
ment of atomic energy for man’s peacetime welfare. 

Second, savings from 1953 appropriations have been made, wherever possible, 
and carried forward to redice the need for new funds in 1954. In addition to 
savings, funds for contingent items previously appropriated to the Commission 
have been utilized as credits to the 1954 appropriation request. One of these 
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items is the amount of $140.5 million appropriated to the Commission under the 
expanded production facilities program contained in the First Supplemental 
Appropriation Act, 1953. This amount, included in the cost estimate for the 
major production facilities to be constructed at Oak Ridge, Paducah, Portsmouth 
and Hanford, has now been withdrawn and the estimate of cost for such facilities 
reduced thereby. Because the 1953 Supplemental Act has a proviso stating 
that no part of the funds therein can be used for construction of a facility unless 
the Commission has funds to complete such facility, the revoking of these con- 
tingent funds has caused us some concern. We started construction of the ex- 
pansion facilities only after satisfying ourselves that the estimated costs, including 
the allowance for contingencies, were within the total funds available. With the 
elimination of the contingent funds, we no longer have the assurance of having 
funds to complete which we had when we started construction, and therefore 
an additional appropriation may become necessary at a later time. We believe 
the Congress should be aware of this situation. 

Another of these contingent items, the funds for which have now been applied 
to the 1954 request, is our contingent liability under long-term power contracts. 
We had funds in the amount of $50 million obligated to cover these contingent 
liabilities in the event of cancellation, but these have also been withdrawn, on the 
important assumption that the legislation introduced recently by the Joint Com- 
mittee on Atomic Energy will be enacted. This legislation would furnish au- 
thority for us to execute such power contracts without the necessity for obligating 
funds to cover the contingent liability for cancellation costs. The committee 
will recall we testified on this matter on April 21, 1953, and it was on your sug- 
gestion that the Joint Committee was asked to introduce legislation for such 
authority. 

Third, technical advances have been made in the fissionable materials production 
program which not only permit us to increase the projected level of plutonium 
output but also to eliminate one Savannah River reactor from the current con- 
struction program. 

Finally, no funds have been provided for certain developments which might 
clearly call for financial support. For example, deliveries of uranium ores and 
concentrates may prove to be greater than budgeted. Certain reactor work will 
not be pushed as rapidly toward actual construction as might well be warranted 
by the technical data now at hand. 

These factors have actually resulted in a greater reduction than is shown in our 
revised estimates, for these also take into account important new projects, plans 
for which had not sufficiently crystallized to be included in the estimates submitted 
to the Congress in January. These new projects, in the main, support or are a 
part of the weapons program. 

With this background of the revised 1954 estimates, I should like to review 
certain aspects of the Commission’s operating programs and construction activi- 
ties, as they are presented in the summary table preceding this statement. 


Operating programs (costs) 
Original 1954 estimates ____- _ $999, 173, 000 
Revised estimates 5 sc aefaaa ale 3 é / _.. 929, 249, 000 
Approved by House--- anne tue Cae 


Source and fissionable materials 
Original 1954 estimates__........_. --- it Mien dathie ........ $439, 638, 000 
Revised estimates _ _ — -_ od iitiateainataclatos swing oe atshcinareanees a 
Approved by House___----- df Aaietica dca a ae ; 423, 938, 000 


Source materials.—I should like to call attention to the possibility that our raw 
materials budget may fall short of meeting requirements. In that case the 
Commission would need to obtain additional funds for this program next spring. 
The arrangements we have entered into are open-end commitments, limited 
only by the period of the contract; we offer to purchase as much uranium as may 
be forthcoming at the contract price. We, of course, want to encourage our 
suppliers to produce as much as they can as soon as they can. We need every 
pound, and whatever we can obtain is more valuable to us in fiscal year 1954 
than if received later. 

The amount of uranium delivered in any year depends upon the amount of ore 
mined and processed by our suppliers, and upon the uranium content of the ore. 
The quantity of ore mined and processed by a going operation is not only subject 
to the usual conditions which affect industrial production, such as labor supply, 
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absence or freedom from mechanical or power shortages, etc., but is also influenced 
by the unpredictable elements peculiar to mining operations, such as changes in 





the estimated size of ore bodies and the hazards of underground mining. The 


uranium content of ore may also change as the mining of an ore deposit progresses 
In large low-grade mines, ore reserves are usually developed in advance of mining 
and the grade of ore can be accurately determined. This is not possible for mam 
of our uranium mines 

Another important factor in estimating uranium deliveries is the completion 
date of new uranium mills and the time required for them to reach full and effi 
cient production Construction schedules cannot be accurately estimated, and 
it is even more difficult to predict the time required to make adjustments and 
changes needed to bring a plant to full production. Schedules for new production 
are particularly important in our uranium procurement program because it is 
expanding rapidly For example, during fiseal year 1954 10 new uranium mills 
domestic and foreign, are heduled to come into production. Some of these are 
large plants which will have an important effect on total supplies We cannot 
estimate accurately a year in advance the amount of production these new plants 

ill eontribute during the year they are to come into operation. 





The longer range prospect for uranium procurement is good We have as a 
result of favorable developments in Canada, Union of South Africa, Australia, 
and here in the United states, boosted our procurement goal substantially The 
selgian Congo will continue to be a major producer but will no longer occupy 
its present preeminent position as a supplier Nevertheless, this Nation’s de 
pen lence upon overseas sources of supplv is expected to continue indefinitely 

Of the funds re f 





quested, 87 percent a allocated to procurement of ores and 


concentrates under existing commitment 10 percent are budgeted for exploration 
activities, and 3 percent for process development 
I onable material The trend of operating costs in the fissionable material 





program is determined chiefly by new plants coming into operation or reaching 
full capacity, and the extent of further increases in technical efficiency At 
Savannah River some facilities are already in operatioi At Hanford new plant 
have recently been placed in operation At Paducah the first phase of the original 
facilities and parts of the second phase have been completed and are now operating 
the balance of the second phase is expected to come in before the end of the year 
The Feed Materials Production Center is about to be completed and parts of the 
facility are in operatior \ material increase in operating costs over fiscal year 
1953 therefore will result from initial or full-scale operation of additional produe- 
tion facilities in fiscal vear 1954. 


Largelv because of improvements in plat t performanes . the operating cost of 





ran ill rise less rapidly than will actual production 





the fissionable materials pro 
While 1954 operating costs Vv ill rise 40 percent over 1953, the output of plutoniun 
and U—235 will rise much more Further technical improvements in plant meth- 
ods will continue to provide still lower unit costs of production in later years. 
Weapons 
Original 1954 estimates $320. 026. 000 
Jevised estimates 299, 833, 000 
Appro\ ed bv House 299, 833, 000 
The results of the weapon tests last fall at Eniwetok in the Pacific and t 
spring in Nevada are undoubtedly the most important events of recent mont 
The significance of these tests for all aspects of the weapons program can be dis 
cussed with the committee only in closed session It is sufficient to sav here that 


substantial advances have been made in new weapon designs; these have been 
and are being converted promptly into weapon production and introduced into 
the stockpile as improved weapons 

The revised estimate for expenses of the weapons program in fiscal year 1954 
represents a 19-percent increase over the 1953 figure, but the funds requested for 
weapons production would provide additions to the stockpile of more effective 
weapons at a much higher rate than in 1953. 


Re actor de ve lopme nt 
Original 1954 estimates ana be White Ss . $110, 300, 000 
Revised estimates__._-- , ai ‘ 87, 750, 000 
Aappstired by MOU .isis cs wold -eewn- ba a-becbadnecsuss eae 87, 750, 000 


I indicated earlier the fact that this budget provides less than might well be 
justifiei by the current state of science and technology. The impact of this is 
most clearly evident in the civilian power-reactor program, 


SSS oo . 
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Let me review the fundsthat are being requested for this purpose. Inthebudget 
estimates, $7,900,000 is included for reorienting the present program at West 
inghouse and for research and development on a pressurized-water reactor 
would contribute toward the technology needed for both an economical 

powerplant and propulsion units for major naval vessels his program continues 
part of the work previously carried on under the aircraft-carrier reactor prograt 

As you know, the Department of Defense recently reexamined the role of nuclear 








power reactors for use in large naval vessels, and withdrew its previ ly stat 
military requirement for an aircraft-carrier reactor However, | he 
pressurized-water reactor design represents a promising route to at 
power, we plan to continue much of the research and development o1 af 
carrier reactor. This approach was considered by the National s 

and approved by the President No funds were provided, however, in this budget 
for the construction of sucha reactor. The appropriation action of the Hous« 
includes a provision in the language permitting the Commission to spend up 
$7 million in order to begin the construction of a reactor that will advance tec} 
nology toward both ship propulsion and the generation of industrial power 


This provision gives the Commission a degree of latitude that was previously 
not possible under the 1954 estimates, in approaching the problem of secur 
yressurized-water reactor technology, but it does not give us any additional funds 

In addition to the research and development expenses allowed for the devel 
ment of civilian-power reactors in the revised estimates, architeet-engineer fund 
of $3,150,000 have been included in the plant and equipment estimates 
design, but not the construction, of an experimenta atomic-power reactor! 
The National Security Council approved use of funds for design of a pilo 
model sodium-graphite reactor, with the decision on construction of su i 
reactor deferred 4 

I believe it is important in connection with this discussion of power reactors t¢ 


understand the Commission’s general policy relating to the contribution of 
private enterprise to the development of economical nuclear power for civilian 
purposes. The Commission’s formulated policy recognizes the national impor 
tance of early development of economical nuclear power and the need for more 
widespread industrial participation in this effort. Interim legislation designed t 
achieve these objectives has been drafted and is now being reviewed in the execu 
tive branch. Notwithstanding the advantages of fuller industrial participation 
the Commission is convinced that private capital alone cannot vet be expected té 
press forward with the construction of prototype or pilot-model nuclear-power 
reactors. We welcome therefore the action of the House permitting us to initiate 
construction of one promising reactor type, recognizing that it will be iwetul for 


application to both ship-propulsion and central-station power 
The current status of the aircraft reactor is essentially this: As you know, tl 
military requirement for a nuclear-powered aircraft has been confirmed by 


Department of Defense and the National Security Counci rhe principal chang: 
in emphasis is that now the chief effort will be directed toward developing t 
best possible reactor propulsion system, rather than a probably less eff ve 


flying model at an earlier date 


Three-fourths of the revised estimate ($87,750,000) approved by the H 
will be devoted to development of specific reactors: for fissionable ma al a 
power production $24,700,000). for naval-vessel propulsiol $26.750.000 
for aircraft propulsion ($15,200,000 The projected operating costs of 
reactor-development program in fiscal year 1954 are 6 percent less than in 1953 

Physical researc} 

Original 1954 estimates 5 $43. 548. 000 
Revised estimates 3x. 900. 000 
Approved by House 38, 900, OO 


In connection with the physical-research program I should like to reemphas 


the point made before the House committee Technical advances in atomic 
energy represent long, lead-time accomplishments What is being accomplished 
now, for example, in the field of new weapons 1s based on research undertake 
some years ago. This situation is certain to continue The technical advances 


we hope to make in the next few years are dependent on investigations being 
conducted now and on our accumulated knowledge to this time It is for this 
reason that we feel the present budget estimates involve a clear risk. The funds 
being requested permit no increase whatever in the physical-research level over 
that in fiscal year 1953; in fact there may be some decrease because added costs 


35308—53—- 
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for operating major research equipment now under construction will mean that 
other types of promising research will have to be cut back. 

The 1954 operating expenses of this program will go chiefly to physics research 
($18,295,000), chemistry research ($14,654,000), metallurgy and materials 
research ($4,634,000); the balance ($1,317,000) is mainly for mathematics and 
computations research and isotope development and production 


Biology and medicine 


Original 1954 estimates $26, 565, 000 
Revised estimates ’ 26, 565, 000 
Approved by House ; 26, 565, 000 


The biomedical-research program of the Commission at the national laboratories 
and at universities, hospitals, and private institutions is directed toward an under- 
standing of radiation injury and the toxicity of materials handled specifically in 
the course of Atomic Energy Commission operations. This involves evaluation 
of the hazards under a variety of conditions, analysis of the injuries in terms of 
distribution in the body and the mechanism of the defects, and attempts to 
develop procedures for diagnosis, prevention, and treatment of such injuries 
Much of this information is also helpful in the problem of setting maximum pet 
missable dosages or tolerance levels for personnel. 

The expenses of operating the Argonne Cancer Research Hospital, which has 
recently come into full operation, are chiefly responsible for the slightly higher 
level of operating expenses of this program in fiscal year 1954. 

Each of the programs in the fields of cancer research, medicine, and biology is 
carefully planned so as to avoid duplicating the work being undertaken by other 
agencies or sponsored by universities and independent laboratories. In cancer 
research, for example, the special irradiation, facilities of the Commission form 
the basis for investigations unique in the cancer field. Thus, at Brookhaven the 
reactor constitutes a source of neutrons for direct radiation of patients; the 
Oak Ridge Institute of Nuclear Studies utilizes to the fullest extent possible its 
close proximity to the isotope production center; at the Argonne Cancer Kesearch 
Hospital high-voltage radiation sources especially will be exploited. 

As the program requirements of the Atomic Energy Commission have expanded, 
the activities of the Division of Biology and Medicine have become more varied 
and complex. While continuing to maintain a vigorous program of research 
directed toward learning more about the harmful and beneficial aspects of radia- 
tion, it has become necessary to establish an extensive operation to trace and 
study the effects of radioactove fallout from atomic test detonations. In addi- 
tion, the tests themselves have afforded unusual opportunities for field experi- 
ments on biomedical material and in protective construction. 

Of the sum approved for this program by the House, cancer research requires 
$2,974,000, general medical research $6,993,000, biological research $11,276,000, 
biophysics research $4,616,000, and university and special training $706,000. 


Community operations 


Original 1954 estimates $2, 136, 000 
Revised estimates 1, 705, 000 
Approved by House 1, 636, 000 


The House made a reduction of $69,000 to a program level of $1,636,000. We 
feel that this reduction can be achieved. 


Program direction and administration 


Original 1954 estimates $40, 678, 000 
Revised estimates a 37, 446, 000 
Approved by House 34, 740, 000 


The House action cuts sharply the amount requested for program direction 
and administration of the atomic energy program. The original estimate called 
for $40,678,000 and this was reduced in the revised estimates to $37,446,000, 
compared with $34,740,000 in fiscal year 1953. The House would allow an 
amount equivalent to that in 1953, thus compelling the Commission to secure 
the new staff needed at Portsmouth, Spoon River, and other new operating sites 
by adjustments in the assignment of existing personnel elsewhere. We are not 
appealing this proposed action by the House. But we must emphasize to your 
committee that the number of personnel permitted by this sum is substantially 
less than that called for by prudent and effective management of the resources 
devoted to the atomic energy program. We believe that by reducing the num- 
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ber of people engaged in administration, program plani ing, and in directio1 a ] 
review of our contractors, most of whom are working on a cost-reimbursen 
basis, we are significantly diminishing the degree of control good business man- 


agement practices would indicate is necessary for an operation that is as large 
and far flung as this one 

The limitation of $27,352,000 on personal services for program direction and 
administration proposed by the House would cover an average employment o 
4,875 personnel in this category during 1954. This is less than 4 percent of all 


for June 30, 1953, of 4,950 persons. The Commission is willing to see what car 
be done under the House allowance and to what extent adjustments of personnel 


contractor personnel, and is 75 positions less than the revised employment estimate 


can be made in order to staff our new and expanding production sites Should 
this not prove to be feasible, it is hoped that later in the year the Congress would 
provide the necessary relief through increasing the dollar a: t under such 
limitation. 
Ne i fy anvestigations 

Original 1954 estimates $16, 282. 000 
Revised estimates 13, 112, 000 
Approved by Houses 13, 112. 000 


Our original budget submission called for $16,282,000 for personnel security 
investigations, but as a result of reducing the number of investigations for us by 
the FBI and the Civil Service Commission we lowered this to $13,112,000. Part 
of the saving from the smaller caseload is offset by the increased unit cost of 
making investigations. 


Inventories 


For increases in the inventories of stores, reactor materials, and special ma 
terials, we originally requested $9,900,000, but this was changed in the revised 
estimates to $4,600,000. The House cut this further to $1,900,000. 

We are not appealing this action and we will make every effort to hold our 
inventories to the 1953 level as required by the House reduction. However, this 
will have to be accomplished in the face of building up inventories to meet the 
needs of new plants that will come into production in fiscal year 1954 

We have consistently improved our inventory position over the past several 
years. For example, between the end of fiscal years 1951 and 1953 net stores 
inventories increased only $1 million (or less than 2 percent) while operating costs 
increased $341 million (or by 85 percent 
Working capital 

The House reduced our working capital funds $32,762,000 on the ground that 
certain collateral funds formerly utilized under the Du Pont contract for operation 
of Hanford and under the current contract for the operation of Hanford with the 
General Electric Co. are no longer required for insurance funds to protect person- 
nel and property. 

These funds were established to be available for claims which might arise from 
the unusual hazards surrounding the operation of reactors. They are for the 
most part invested in United States Government bonds and the interest therefrom 
is deposited with the Treasury 

The maintenance of these funds constitutes a contractual obligation of the 
Government entered into by the Manhattan Engineering District; they are part 
of an economical insurance arrangement, and cannot be recaptured by the Gov- 
ernment without the consent of the contractors and the participating insurance 
companies. 

Experience has demonstrated that the hazard in the operation of these reactors 
is not as great as might have been expected at the time the funds were established 
Over a period of time we have been attempting to convince the contractors and 
the insurance companies that these funds might be reduced in amount. As a 
result of these efforts the Du Pont Co. is now arranging for the return of $13,- 
100,000 of the funds under their old contract, leaving a balance of $2,700,000 which 
they believe must be retained for their protection. 

The General Electric Co. under the current contract believe that the potential 
hazards are such that they are unwilling, as recently as a few days ago, to returt 
any of these funds at this time except $700,000 not required in the annuity reserve 

The current status therefore is that we have been able to secure the return of 
$14,100,000, out of the $32,762,000 reduction by the House, lea:ing a balance of 
$18,662,000 that is not available to us now. 
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We are not at this time requesting restoration of the balance of $18,662,000 
The Commission will continue to negotiate with the contractors involved in an 
attempt to secure the return of these funds. In the event that such an agreement 
cannot be reached, it will be necessary for the Commission to make up this 
balance through other adjustments in its fund availability. 


Change in unliquidated obligations 

The increase of $47,039,000 in the level of unliquidated obligations outstanding 
at the end of fiscal vear 1954 over that at the end of 1953 is attributable to the 
increases in operating costs under our contracts with the major companies operat- 
ing our production plants. The bill as passed by the House makes no change in 
the Commission's estimate. 


Plant and equipment obligations 


Original 1954 estimates $840, 371, 000 
Revised estimates 699, 636, 000 
Approved by House 699, 636, 000 

Let me turn now to the appropriations for plant and equipment. The amount 


required for obligation in fiscal vear 1954 is $699,636,000. The greater part of 
this requirement can be met by reappropriation of unobligated funds available 
to the Commission on June 30, 1953, amounting to an estimated $533,636,000 
For the remainder of this requirement, we have requested a new appropriation of 
$166,000,000, the amount approved by the House of Representatives. 

Before taking up our requirements for fiscal vear 1954, let me indicate the source 
of the nearly $534 million of funds previously appropriated that we are able to 
apply to the 1954 requirements. ‘The major portion of these funds, or $404 mil 
lion, were appropriated for production facilities in the expansion program au 
thorized by the First Supplemental Appropriation Act, 1953. Certain of the 


facilities originally planned have been eliminated, including one reactor we had 
planned to build at Savannah River. In connection with the facilities we have 
started to build, the estimates of costs no longer provide contingency amounts 
previously appropriated. These have been withdrawn and applied as credits to 
the 1954 appropriation request Some of these major facilities will not be com- 
pleted for another 2 or 3 years. Eliminating these allowances for contingencies 


mav result in additional appropriations being required in some future year 
The possibility of our requiring a supplemental appropriation in fiscal year 1954 


1} 


is increased by the inclusion in our appropriation of a provision carried over from 


the 1953 Supplemental Appropriation Act, which prevents us from starting any 
construction project or portion of a construction project unless funds are available 
for its completion. Thus, if some of the projects now under way threaten te 


overrun current estimates, we might not be able to start new projects for whicl 
funds are being appropriated at this time. 

The remaining $129,636,000 of plant and equipment funds now available for 
reappropriation represents net adjustments in the various plant and equipment 


programs 


Sow d fissionahle mate “a facilitie 


Original 1954 estimates S660, 344, 000 
> 





tevised estimates 942, 592, OOO 
Approved by House 542, 592, 000 

About 78 percent of the next year’s obligational requirement for plant and 
equipment is for source and fissionable materials facilities We estimate that 
$942,592,000 will be obligated for facilities to produce uranium concentrates, 
uranium 235, plutonium, and other special materials for weapons. The largest 





single requirement is $320,000,000 to complete the construction of the Savannah 
River plant, bringing its total cost to $1,500,000,000. To support the production 
of our increasing variety of atomic weapons, substantial amounts are also required 
to begin the construction next year of new or additional capacity Other amounts 
which can be mentioned specifically are $16,700,000 for Hanford pile modifications 
aimed at increased output of plutonium, $15,000,000 additional to complete the 
base plant of the Paducah gaseous diffusion project, and $8,700,000 to enlarge the 


capacity of the feed material facilities at Fernald. Addition of this feed capacity 
was contemplated for fiscal year 1954 in the expansion program authorized last 
July In addition to the major projects mentioned, our budget includes about 


20 smaller projects at various installations. These projects provide for new feed 
processes, installation of certain equipment to enable us to continue pushing up 
our production, and miscellaneous improvements which are essential to maintain- 
ng high performance in our established plants 
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Weapons fa 


Original 1954 estimates $79, 327. 000 
Revised estimates 86. 496. 000 
Approved by House 86. 496. 000 


For weapons facilities the estimated gat hisca ear 1954 a 
$86,496,000 Of this amount. 832.600.000 is for additiona ADO! rave 
facilities The $21,500,000 required to complete mstruction of the Spoor 
River plant in Illinois was provided for in the 1953 appropriat 1 e status 
of the plant design will delay obligaticn of these fund til fisea ear 1954 
Several construction projects ranging in cost from $2,000,000 $7,000,000 are 
required for the production of components for impr d wean ind for related 
development worl sma amounts are re { ri re ta 


fication of existing facilities 


Original 1954 estimate Rr 77 Oo 
Revised estimates 2, 478, 000 
Approved DV House 2 178 O00 

For reactor development faciliti ve | p eda for tions t 
$32,478,000. The largest single proje = $18,000,000 he 1 for e rea 
to be installed in the second iclea re er ibmari l -called 
submarine intermediate rea if | I f i le ( 
based prototype is now under construc it West Milton, N. ¥ | eact 
is quite different in design from the submarine therm: eactor (STR 
tested | Westinghouse Fleetri ( i ‘ Na na reat ) | neg Sta 
tion in Idaho. You will reca tha esl Doar i tt i 1lread 
under construction and will be installed ear first 1 a ywered 
submarine This is the U. S. S. Na te { re Ger 
eral Dynamics Corp., at Groton, ( 

Obligatio: of $6,067,000 is re ulred ne ur 
ground test facility in Idaho eeded in the ( { ‘ Lire! 
propulsio! system. An amoul of 35,190,000 is ( iudaed ire 
for the design of an expel ntal powe ea \ : ns 
already mentioned in our ear pla for p ‘ ! é ( 
Inission has not yet determined the type of re 
ised The remaining $5,261,000 r reactor di : 
less costly technical projects, pr pall a 
various laboratories 

Dp 

Orig i 54 es ates $4. 824. 000 
Revised esti ites 4 0, OOO 














Che estimated obligations ‘ ( é 0,000 
Small projects for alterations and 1 ro ents at e pl al ¢ 
laboratories will require $1,450,000 Che remaining $1,000,000 was re é 
permit a start to be made toward the construct ( or more part : 
rators based on a recently developed prin iple Kic a i rna 
sing. Chis principle makes e aces if ea 
gies Manv times greater than ca re uC ed r I é i ele i 
in operation or under construction today rhe pe al significance ¢ 
knowledge now brought within reac v this new principle ca tt be pre 
Developme nt of this new toc ay well pre o be re e great ! 
modern science We therefore welcome he act of the H se in ant rg 
larger commitments for the construction of particle accelerator should 
hecome available Such authoritv might ell save precious months if e C 
mission finds appropriate opportunity to exploit this Y icoveryv Mor rap 

Biology and medicine faci es 
Original 1954 estimates $391, 000 
Revised estimates 391, 000 


Approved by House 391. OOO 

The estimated obligations of $391,000 are for improvements and additions to 
biology and medicine-research facilities, chieflv at Brookhaven National Labora- 
torv. 
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Community facilities 


Original 1954 estimates $8, 669, 000 
tevised estimates i 5, 633, 000 
Approved by House 5, 633, 000 


Of the $5,633,000 to be obligated for community facilities, the largest single 
requirement is $2 million for additional housing at Los Alamos. In support of 
privately financed housing planned for Richland, Wash., $340,000 is required for 
street and utility extensions. School additions at these towns and Oak Ridge 
require $1,180,000. The remaining $2,113,000 will provide for various small 
capital improvements at each of the Commission’s three towns and at the housing 
facilities operated at Sandia, N. Mex., and on the Colorado Plateau. 


Equipment not included in construction projects 


Original 1954 estimates $34, 916, 000 
Revised estimates 29. 616, 000 
Approved by House_ 29, 616, 000 


Obligations of $29,616,000 are anticipated for equipment not included in 
construction projects. The largest requirements are $15,134,000 for laboratory 
equipment and $5,099,000 for process equipment. The balance is for smaller 
amounts in other categories of equipment. 


LANGUAGE CHANGES 


Let me turn briefly to the major changes in the language of the bill between what 
the Commission recommended and what the House has now approved. 
Limitation on travel expense (line 11, p. 2) 

The Commission requested $3,037,000 for travel expense for the fiscal vear 1954. 
The House has now approved a limitation of $2,389,130, or a reduction of $647,870. 
This is 21 percent below our estimate, and $350,000 below our current estimate 
for fiscal year 1953. With additional plants coming into the production of wea- 
pons materials and components during the fiscal vear 1954, we can expect that 
our travel expenses will increase, one item being the travel expenses of guards 
accompanying the shipments of fissionable materials. Other areas of travel 
may also be expected to increase. It is not’ possible at this time to predict the 
full extent of such increase, and no increase is therefore being requested. The 
Commission feels that, should the limitation imposed by the House hamper the 
effective execution of the program, it will become necessary during the fiscal 
year to request from the Congress an increase in this limitation. 

Limitation on program direction and administration personnel (line 13, p. 2 

The limitation contained in the House bill on program direction and admin- 
istration personnel is $27,352,000, or a reduction of $2,101,000 from the amount 
requested by the Commission. The amount allowed is the same as the 1953 
estimate for this purpose. As noted previously under the analysis of program 
direction ard administration, the Commission is not at this time requesting an 
increase in this amount. The House action, as indicated in the committee report, 
reflects the feeling that ‘“‘with proper adjustment in assignment of pe .rsonnel the 


committee believes that some retrenchment can be made.” The increases in 
personnel which the Commission had requested were based on our needs at the 
new production plants which are now under construction. The Commission is 


willing to determine what can be done under the proposal of the House, but; in 
the event that this creates serious difficulties, we would hope that the Congress 
would undertake to increase the limitation at a later date. 


Elimination of authority for the purchase of passenger-carrying motor vehicles 


The language requested by the Commisision provides authority for the purchase 
of 526 passenger-carrying motor vehicles, of which 426 were for replacement only. 
In its bill the House denied all requests for authority to purchase new automobiles 
and nae the Bureau of the Budget, with the cooperation of the General 
Services Administration, to survey the situation with a view to effecting the trans- 
fer of cars now in possession of agencies where they are not essential to agencies 
where there is a real need. The Commission believes that, to the extent that 
such a proposal can be made effective, it can secure the necessary cars. The 
Commission has need, however, for buses, ambulances, and special-type vehicles. 
These were included under the request for authority to purchase vehicles. Such 
vehicles are not ordinarily used by other agencies; and, to the extent such vehicles 
or passenger cars cannot be secured under the proposal suggested by the House, 
it will be necessary at a later date to request specific authority for such purpose 
from the Congress. 
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; 


Funds completion rider (line 18, p. 4) 


The House has included the proviso which was inserted initially in the Supple- 
mental Appropriation Act for the fiscal year 1953. This means that this proviso 
would be applicable to all of the construction projects which are contemplated 
for the fiscal year 1954. 

Amendment to the “‘start of construction”’ rider (line 14, p. 5 

In connection with its 1954 appropriation request the Commission recommends 
that the following amendment be added to the proviso in the appropriatio1 
act prohibiting the start of any new construction project for which an estimate 
was not included in the budget, as follows: 

“‘Provided further, That the foregoing proviso shall not apply to any project 
for the alteration, extension, or improvement of technical or production facilities 
unless such project includes the construction of a new building estimated to cost 
in excess of $100,000.”’ 

This amendment is aimed at permitting the Commission to undertake capital 
improvements which may be required during the course of a fiscal year and for 
which no item was included in the budget, provided that such capital improve- 
ment does not include the construction of a new building estimated to cost in 
excess of $100,000. In order to remove bottlenecks in production, it becomes 
necessary to revamp certain portions of the production plants and provide ad 
ditional, or replace existing, equipment. Because of the present restrictive 
language we must wait many times for 12 months until we can get a project 
into a budget and secure approval. The Commission feels that authority should 
exist to undertake these kinds of capital improvements without such delay 
The Commission is requesting restoration of this provision 


Five-percent transferability 


The Commission’s budget request for the fiscal year 1954 provided for the 
continuation of language contained in the 1953 appropriation act which permitted 


the Commission to transfer not to exceed 5 percent of any appropriation to 
any other appropriation under the Atomic Energy Commission. The House 
bill eliminates this provision. The Commission feels that such transferability 


should be provided under the bill and is requesting its restoration. 


Senator SALTONsTALL. Now, Mr. Dean, you and I had a talk last 
week, and it is my understanding that the AEC is not asking for any 
changes in amounts from the House bill. Is that correct? 

Mr. Dran. That is correct. 


LANGUAGE CHANGES 


Senator SALTONSTALL. Are there any language changes you are 
asking for? 

Mr. Dean. We have two language changes. 

Senator SALTONSTALL. But no amounts. 

Mr. Dean. That is right, sir. 

Senator Satronstauu. Also, at my request your prepared state- 
ment is prepared with the idea of breaking down your operating 
expenses, I think, into seven different categories. Is that right. 

Mr. Dean. That is correct. 

Senator SALTonsTALL. And then you have your capital expense for 
new capital money and your liquidation of your contract authority. 
Is that correct? 

Mr. Dean. That is correct, Mr. Chairman, although I should point 
out that all previous contract authority has now been financed. 

Senator SALTronsTALL. Have you any additions to your prepared 
statement or explanation that you would like to make before we open 
the meeting to questions? I respectfully say I have a number of 
questions that I have prepared that I would like to ask you. 
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Mr. Dean. I do not think there is anything in particular. I am 
not going to attempt to summarize this statement which is in unclas- 
sified form and can go mto the record. If this seems the appropriate 
time, I might attempt to bring you up to date on some of the things 
that have transpired during the course of this year. In order to get 
the significant parts across, these will have to be classified and off the 
record. 

Senator SALTONSTALL. Without objection, we will go off the record 
at this point until, Mr. Dean, vou say we go on the record again 

By the way, Mr. Dean, all the people in this room are cleared 
the AEC? These are all people that vou have brought? 

Mr. Dean. That is correct 

Senator SALTONSTALL. From the point of view of the committee, 
there are just two staff people present, Mr. Cooper of the committee, 
and Mr. Minot of my office who have been cleared by the FBI. 

Mr. Dean. I am familiar with that; yes, sir 

Discussion off the record.) 


CANCER RESEARCH IN RELATION TO ISOTOPES 


nator Dirksen. Having authored the amendment some years 
ago to energize cancer research with relation to isotopes and oe atever 
may come out of nuclear energy, the House seemed to indicate in its 
report that the proper degree of coordination with other research 
agencies of Government did not obtain. I thought you might like to 
make some comment on it, particularly because that is one of the 
most challenging things in the whole field of medicine today. 

Mr. Dean. It certainly is, Senator. I think the House committee 
was simply expressing a concern which all of us feel that activities 
of this kind have ~ be coordinated. We do have very close liaison 
with the National Advisory Cancer Council, National Institutes of 
Health, with the Veterans’ Administration, and the various activi- 

es which are sponsored by the American Cancer Society. We 
sit on some of the boards of these groups. 


EXPERIMENTAL CANCER HOSPITAL UNITS 


So far as our own program is concerned, what we have done is 
this. We do not run any outpatient clinics or cancer hospitals as 
such. We do have what might be called experimental cancer hospital 
units. One is located at the Brookhaven Laboratory on Long Island 
Another is located at Oak Ridge. Another is located at Chicago, 
the Argonne Cancer Research Hospital there. 

The fourth is located in San Francisco. The reason that we have 
located these small units, and they run from 10 beds to 58 is so that 
we can take advantage of some of the isotopes which have a very short 
half life, and which cannot be shipped long distances. You get them 
right out of the pile in the case of Oak Ridge and Brookhaven and in 
the case of San Francisco from the accelerator. 

[t is a very small portion of our budget. We have tried to hold it 
down to experimental studies on peculiar types of cancer. It is really 
a research effort. 

Senator HickeNLoopeER. I might suggest that Chairman Dean give 
you a little more concrete illustration of what he means by the short- 
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ness of half life in pom of time, showing the urgency of having it 
close proximity to the pile 

Mr. Dean. Half of the effectiveness of an isotope may go in a ma 
ter of hours. That is what we mean by half life. Some of them hav: 


much longer half lives. 


SHIPMENT OF ISOTOPES TO HOSPITALS 


The other portion of our cancer program | should mention, to round 
out the pict ire, 18 the service which we have in the processing, prepari 
tion, and shipment of isotopes of various types to hospitals througho 
the country and we have even some shipments abroad to ariou 


medical institutions. When an isotope shipment is made in 


United States for cancer research or treatment, wi charge onty 2 
percent of actual cost and thus we subsidize the use of atomic materi 
in the field of cancer. \\ h re isotopes FO LO an ind istrial rmuthit 
charge the full cost of shipment and preparation 


Senator SALTONSTALL. Now, coming back, Chairman Dean, to 


figures that we have before us, you have filed with the committe: 
ceneral statement. | would appreciate it 1 you would be good eno 

to tell us in ceneral what does the increased mon \ for operations go 
far as compared with 1953. I think it is almost $100 million more 
appropriated for operating expenses in 1954 allowed you by the Hou 
than it was in 1953. The difference between $797 million and $891 
million, can you comment briefly on that? 

Mr. Dean. Let me run very briefly through the seven categories of 
the program and | can show you where the increase comes from. Li 
the case of raw materials, the first category the increase is du 
entirelv to the fact that we are getting more uranium than we got 


year before and to some additional exploration. This is our best 
guess as to the amount of uranium that will probably be availabl 
us, and which we will wish to pick up so lar as the second cat 
gory is concerned, the fissio1 able materials miuction, the ace 
operating costs are occasioned by the fact that new plants, such as o 


gaseous diffusion plants are coming into being in fiseal 1954, whicl 
were not in existence in 1953 That accounts for the entire increas 
in the fissionable materials program 


INCREASE DUE TO NEW WEAPONS 


So far as weapons are concerned, the increase is due entirely to new 
weapons and more weapons. 

Senator SALTONSTALL. In other words, the increase of $100 millio: 
is entirely in increasing your business. 

Mr. Dean. That is correct. 

Senator SALTONSTALL. We discussed in conversation when you wer 
in my office the fact that you have now divided the operating expenses 
and capital expenses of AEC. 

When you get into full operation with your new plants, what will 
be the annual estimated cost of operating the AEC? 

Mr. Dean. The maximum annual cost will be reached in 1959 
Something of the order of $1,900 million will be the annual operating 
cost for all of the facilities which we will have built by then. — It 
should stay at just about that level 
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Senator SALTONSTALL. $1,900 million. 

Mr. Dean. A little less than $1,900 million. 

Senator SALTONSTALL. At that same period in time what will have 
been your capital outlay? 

Mr. Dean. Our capital outlay by then will have been somewhat in 
excess of $8 billion. 

Senator SatronsTaLL. And that will consist of what? 

Mr. Dean. That will consist in large part of our buildings which 
are devoted to the production of fissionable material; that is, all of 
your gaseous diffusion plants, all of your reactors, such as the Hanford 
works, and the Savannah River works, and the major laboratories. 
These are the principal investments in plant. 

Senator Satronstauu. I might ask this general question: What is 
your obsolescence and depreciation of the plant? 

Mr. Dean. These differ in the case of the reactors, the gaseous 
diffusion plants, and the laboratories. The obsolescence in the case 
of national laboratories would be pretty much the same as with any 
orthodox buildings. 

On the technical facilities, it is about 18 years. On the reactors 
at Hanford it is 12, and Savannah River would be the same. The 
gaseous diffusion plant figure is 20 years. The annual average rate 
for all the facilities would be between 5 and 6 percent. 

Senator SaLronsTaLu. Then in broad figures your obsolescence and 
your depreciation annually after you get into full operation will be 
almost, just guessing, about $500 million more. Your depreciation 
will not be based entirely on a 20-year life, but will be somewhere 
around 15 to 18 years, we will say, or somewhere faround 500 million 
per year. 

Mr. Dean. That is approximately correct, somewhere around 5 or 
6 percent. 


ANNUAL AEC COSTS UPON COMPLETION OF PROGRAM 


Senator SALTONSTALL. So if we are asked on the floor, it is a fair 
statement to say that the AEC will cost the Government when it 
is finally completed, according to present plans, approximately 
$2.5 billion a year, is that correct? That is a little high. Let us call 
it $2.4 billion, including $1.9 billion for operating costs. 

Mr. Dean. We do not now figure the obsolescence in our operating 
cost, but I think that would be approximately correct if you did 
so figure it. 

Senator SALTONSTALL. From a business point of view that is what 
it will cost you? 

Mr. Dean. That is right. 

Senator SALTONSTALL. Without putting up any new buildings, but 
simply keeping the present plant operating at 100 percent capacity. 

Mr. Dean. I think that figure is approximately correct. This just 
includes the plant and equipment. 

Senator Maysank. The raw material costs another fortune. 

Senator HickenLooper. Mr. Chairman, you used the figure 
$2.5 billion. That includes the operating expense. 

Senator Maysank.. But not the raw material. 

Mr. Dean. Yes, raw material would come in. 

Senator Maysank. I want the record to be clear on that. 
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Senator SALTONSTALL. The raw material will come within the 
$1,900 million. 

Mr. Duan. That is correct. 

Senator ELLenpER. Mr. Dean has stated it would cost not quite 
$1.9 billion to operate the plant. Are we to understand that that 
figure does not include the raw material? 

Mr. Dean. That does include the raw material 

Senator ELtenpsEr. Less than $1.9 billion? 

Mr. Dean. That is right. 

Senator ELLENDER. What about the $2.4 billion you were talking 
about? You have the figures somewhat confused. I cannot follow 
you. At one point you say it will cost under $1.9 billion and the next 
time almost $2.5 billion. “Which is right? 

Mr. Dean. The first question that was put to me, as I understood 
it, was what would be your annual operating cost level when you 
reach maximum with all your facilities? 

Senator SALTONSTALL. Yes. 

Mr. Dean. That would be approximately $1.9 billion, or in that 
neighborhood. 

Senator ELtenpER. That is after everything is built? 

Mr. Dean. Yes. 

Senator ELLenpgeR. And that will include the administration, cost 
of materials, and everything else? 

Mr. Dean. Yes. 

Senator ELLENDER. What is the other? 

Mr. Dean. As to this, Senator Saltonstall said, if you run this like 
a business firm, you ought to add « le ‘preciation on your equipment and 
plant. If vou did that, you would have an additional 5 to 6 percent 
of $8 billion. 

Senator SALTONSTALL. That is about $500 million. 

Mr. Dean. The total would be on the order of $2.4 billion 

Senator ELtenper. Will this 5 to 6 percent have to be replaced 
each year? 

Mr. Dean. No. 

Senator ELLenpER. Then why do you charge it as an expense? 
Business does not do that. 

Mr. Dean. For purposes of requesting appropriations, we do not 
actually do it the way our books are kept. 1 was trying to furnish a 
figure for the chairman, because he asked on that basis. 

Senator SatronstaLi. The reason I asked that question is because 
this is a tremendous plant. 

Senator ELtenper. | understand. You could make it any per- 
cent. What is the difference if it is not charged to expense? 


REPLACEMENT COSTS 


Senator SALTONSTALL. But it will become over the years an annual 
cost of running this business. You might have 1 year, we will say, 
$500 million to replace. Another year you might have a billion five 
That will average out, as Mr. Dean says, about 5 or 6 percent. As I 
understand it—and the gentlemen here know better than I do—a cer- 
tain part of the project at Oak Ridge is already obsolete. It is just 
bricks and mortar. That ultimately, if you are going to keep your 
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books right. should be wiped off or put to use for other purpos 


ry 


iat is what I had in mind 

Senator ELLENDER. Are we to understand that all of this chargeoff 
the 5 to 6 percent chargeoff that WW vuld be don each year, means that 
it will have to be replaced? 

Mr. Dean. No 


Senator SALTONSTALL. But it is obsolescent. 
\ 


\ir. Dean. It is a question of what it 1s worth at the end of the 
| riod 

Senator HickENLooperR. I think any business firm ecarri two 
types of accounts One Is an operating cost and the other the r ve 
either in cash or depreciation against their capital investimn«¢ | 
becomes a half-billion dollars less in capital investment because « 
obsolescence and they may have to replace some of that or th: ma 
not replace some, but your capital investment must reflect the obsoles 
erence It is not worth a much 2 years from now as this vea 

Senator ELLENDER. You have to come back to Congress to replac: 
f 

senato! Hr } N MOPEKI If it 1 quires replacement But is hot 
arried as a capital dollar necessity. As | understand it, it is carri 


against a capital investment account which may or may not have to 
he re placed, and a lot ( 


yf at will not have to be reé placed 
Senator ELLENDER. | thought what Senator Saltonstall tried t 


demonstrate was what the actual cost to the taxpayers would be aft 
s completed 


CAPITAL AND OPERATING COST 


Senator SALTONSTALL. That is correct, and to do that vy 1 
rigrull In somenow the present vorth ol the capital accoun | 
last vear, what always bothered me on, this subcommitt« as t 
hat thre LEC mingled theu capital and their operatl ce 
Last ve wi ent into it at considerable length When thev n ingles 
hen capital 1 operating co vou cannot gv a | I tlm ( 
i | Lire 
Senator ELLENDE!I That is because in some cases it was m oO 


less a hit-or-miss System as to whether this thing would work or that 
thing would work. He says by 1 

be completed, it will have cost about $8 billion, and I] 
start from there. 

Senator SALTonsTaLL. My feeling is as chairman of this sub- 
committee if 1 am asked on the floor of the Senate what is the annual 
cost of the AEC, my answer—and | think it is a reasonably accurate 
answer, in view of Mr. Dean’s testimony is that we will have afte 
1958 an annual operating cost at 100 percent operation of approxi- 
mately $1.9 billion. Then you have to allow at least $500 million for 
depreciation or obsolescence If you take any utility company, 
the rates, for instance, in Massachusetts are based on a fair per- 
centage of their present market value of their capital investment. 
That reflects depreciation and obsolescence. 

Senator Extenper. The point I was trying to make is that this 
$500 million will not have to be replaced by Congress with taxpayers’ 
money 

Senator SALTONSTALL. It may have to be replaced from time to time. 


! = 1 } © 1 
949 when this whole project shoul 


LoInK yo Can 
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EFFECT OF NEW INVENTIONS 


Senator Maypank. I think it will have to be replaced because ot! 
new inventions. 


Senator SALTONSTALI li mav have to be epince ,atl 
increased amount | vear, and nothing the nen Ve Is that not 
night, \ir. Dean 

ane ; ' 
\ir. DEAN Chat is true. except that we are o thre ig hump 


our plant and equipment 

Senator MaysBanKk. How do vou know you are 

Mr. Dean. That is a matter of judgment 

Senator MAyBANK. I just came back from the Savannah plan 
with the new inventions you have i ditional cos 
the heavy water cost, about $80 a pound? 

Mr. Dean. Yes; about that. 

senator MAYBANK. What did it cost before 

Mr. DEAN. lt was a much smalle: plant ana the cos Was Lighel 
It is a little hard to figure 

Senator MAaypBank. When you sell the heavy water, what do you 
cet for it? Do you get what you put in? 


i 
} 


Mr. Dean. We have not actually sold any 

(Discussion otf the record 

Senator MaysBank. As one deeply interested in saving the tax- 
payers’ money and appreciating the fact of what the Atomic Energy 
Commission and Joint Committee are domg through research pro 
crams, | am wondering if you have enough money, because I know 
some of the programs that are going on, and | know in the end the 
are going to revolutionize a lot of things. The sooner we get it don 
the better it will be in the future. Is this budget sufficient? What 
is the maximum? 

Mr. Dean. There is a $1 million item in the budget for accelerators 
If you really wanted to go strong on the construction of particle 
accelerators in the course of 1954, you could probably intelligently 
expend something on the order of $10 million additional. We have 
only a $1 million construction item. You cannot build a big accel- 
erator for $1 million. You only start it 


REVISED ESTIMATE 


Senator SOALTONSTALL. The original! Truman b idget yave vou 
$4,648,000 more than the revised budget. The House gave you the 
full amount, which is the same amount as you had last year 

Mr. Dean. The House made no change in our rey ised estimate. 

Senator SALTONSTALL. And the Truman budget gave you $4,648,000 
more. 

Mr. Dean. For the physical research program, that is correct. 

Senator MayBank. Why was that? Why such a difference? 

Mr. Dean. The explanation in all quarters was to hold us to the 
fiscal 1953 level for physical research. 

Senator Maysank. I want to help the President’s budget, but on 
the other hand, you have gotten so far along with your production 
in Hanford we will say, and Oak Ridge, and you do have all of this 
excess material or whatever you call it; that is correct, is it not? 

Mr. Dean. Fissionable material. 
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Senator MayBank. It is piling up every year. 

Mr. Dean. Yes, and with no obsvlescence. 

Senator Mayspank. And the research might give vou a chance to 
use it? 

Mr. Dean. If I could make this general observation, I think at the 
time when you are really cutting down your plant and equipment 
expenditures and we have, you should go up on research. 

Senator ELtenper. In projecting your cost after completion of the 
plant at a little under $1.9 billion, at what figures are you placing the 
cost of your material, since this figure includes the cost of material? 
Is it at the present rate, or do you anticipate the material will be 
cheaper? In other words, how did you reach that figure as to the 
cost of materials to be used? 

Mr. Dean. It depends on the materials. In the case of uranium, 
it is going to go up slightly. You go to lower grade deposits, and the 
costs are higher to get the uranium out. On some materials I think 
the cost will go down: they vary. We have been paying quite a bit 
for beryllium, for example. We have been paying quite a bit for 
certain other materials that go into our reactor program. As we 
develop the processes, those costs will come down. All those calcu- 
lations have been made. It would be difficult for me to identify 
each one. Some will go up and some will go down. 

Senator ELLENDER. You did take that into consideration? 

Mr. Dean. Yes, 


FOOD STUDY 


Senator MayBank. Mr. Chairman, might I ask Mr. Dean, if 
would be appropriate, to give some thought to this committee about 
whether we could use these materials that they are studying at the 
University of Michigan and Stanford, to cure these foods, as I under- 
stand it. If it works, all you do is use these materials in the raw foods 
or vegetables—put them away in a paper bag or container—and 
whenev er you want to cook the food, you can do it. 

Mr. Dean. That is my general understanding of one of the many 
things they are shooting for. 

Senator Bricker. That is being carried on entirely by private 
funds. All you do is furnish the fissionable product. 

Mr. Dean. Some work has been done under contract with the 
Commission. It is very small in the case of Stanford. I do not 
recall the details on the Michigan one. 

Senator MaysBank. That is what I meant to say. 

(Discussion off the record.) 

Senator Dirksen. Speaking of this accelerator project, that is 
equipment, is it not? 

Mr. Dean. Yes, sit 


UNOBLIGATED 1953 FUNDS 


Senator Dirksen. You had a huge amount of unobligated funds 
in fiscal 1953? 

Mr. Dean. Yes, sir. 

Senator Dirksen. Under plant and equipment. 

Mr. Boyer. $533 million to be carried over from fiscal year 1953 
into 1954. 
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Senator Dirksen. The House committee points out that an un- 
obligated balance amounting to $533 million will be carried over from 
fiscal 1953 making a total of $699 million available for obligation. 
Before any new projects are added, there ought to be some ampli- 
fication of their comment, namely, there was delay in committing 
funds and secondly, the deferral of projects originally planned to start 
in fiscal 1953. Would you care to amplify that observation by the 
committee investigators for the House? 

Mr. Boyer. Senator, in that case we decided that we could do away 


with some of the projects that we thought were necessary For 
example, technological improvements in the reactor field make it 
possible for us to eliminate the last reactor at Savannah River. We 


found that we could eliminate certain fabrication facilities due to 
changes in requirements. So these funds were then made available 
to apply against new things which came up and had to be added to 
the program coming up next year. 

For example, we need some new manufacturing facilities in connec- 
tion with the improved weapons program that we are going into. 
The net effect then is to take those requirements that we have elim- 
inated—the funds for those requirements which we have eliminated— 
and carry those funds over to go against the amount of capital funds 
we need for 1954. So this does not represent uaobligated funds 
per se. There is a definite program lined up in our plant and equip- 
ment request to utilize these funds. 

Senator Dirksen. That takes care of deferrals. What about delay 
in committing funds because that would address itself to something 
you had budgeted in 1953 but for reasons unknown to me you did 
not get around to. 

SPOON RIVER PLANT 


Mr. Boyer. An example of that is the Spoon River plant, which 
Is a Weapons parts plant. We are not able to get the contracts let 
prior to the end of this fiscal year. We are working on the designs. 
Unfortunately we are faced with these problems where we have to 
design the plants and move into them as rapidly as possible, and some- 
times you have design development problems that take a little time 
before you are ready to award the contract. 

In the case of Spoon River, we want to handle that on a lump-sum 
bid. So it is not possible to get that through by the end of the fiscal 
year, and for that reason we asked for a deferral and asked for a re- 
appropriation of the funds. 

Senator SatronstTaLL. Might you permit the chairman at that 
point, Senator Dirksen, to get to your $8 billion of capital invested, 
which Chairman Dean has discussed? How much, approximately, 
additional money for capital purposes will you want from the Con- 
gress beyond that which you now have? 

Mr. Boyer. Mr. Chairman, in the program for plants there is 
about $415 million that has not been asked for and a very large por 
tion of that—I think some $395 million—is for plants in the raw ma- 
terials field. There will be some added funds required for storage 
facilities for the weapons. 1 think we can say with the exception 
of this raw materials project, we have the funds necessary to carry 
out our expansion program. 
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Senator SALTONSTALL. And those are some of the funds that 
Senator Dirksen has just been talking about that were mentioned in 
he House report 

Mr. BoyER The $415 million that J mentioned was in addition to 
any funds that are listed here 

Senator SALTONSTALL, That is right. He brought out the fact that 
there is $699 million, is it, Senator? 

Senator Dirksen. $699 million altogether available for obligation 
in fiscal 1954. 

Mr. Dean. I think we should point out that most of the $8 billion 
we are talking oe has been appropriated by the Congress. Last 
vear, for example, in the one supplemental which made it possible to 
start out on a very large expansion program, about $3 billion of plant 
and equipment funds were appropriated by the Congress. So that 
last vear we had tunds coming to us from the Congress of something 
over $4 billion. If vou had the $3 billion 

Senator Dirksen.. That is authorization to be covered by funds 
subsequently 

Mr. Dean. This was cash. So we are very much over the hump 
on this one. If you took the capital funds appropriated prior to last 
vear, and you added the $3 billion of the supplemental, vou are pretty 
close to the figure of $8 billion cost of plant by 1958-59 


REQUIREMENTS FOR EXPANSION OF PROGRAM 


Senator Dirksen. The first question I want to ask is this. In 
connection with the expansion of this program, obviously there are 
two things required. The first is the you cannot move any faster 
than you have trained personnel to move with you. The second is 
that there have to be available operating contractors as in the ease 
of the Spoon River plant. What is the situation with respect to con- 
tractors who you feel assured can carry on the job, and secondly, 
personnel wherever technology is involved? 

Mr. Borer. Senator, I think we have been extremely fortunate in 
the way that these industrial concerns cooperate with us in taking on 
these tremendous jobs. We have had available to us the outstanding 
organizations in the country. They have shown willingness to come 
in and work with us, and tackle these problems. I think if you look 
over the list of contractors, you will agree that we do have the blue- 
chip group. 

As far as the expansion program is concerned, taking the situation 

Portsmouth, we had an excellent group of contractors working with 
us there, interested in doing the job for us. The fee was not attractive 
to them, but they recognized that as citizens in the industrial world 
they had to do their share and we were eratified with the response we 
cot. It was extremely difficult to select the contractor for the job 
because we had such a fine group of people to work with. 

Senator DirksEN. Now, what about personnel? 


PERSONNEL 


Mr. Boyer. The question of personnel is something else again. As 
far as the construction work is concerned, we get those through the 
construction organizations. As far as nuclear physicists and reactor 
engineers are concerned, there is still a need for them, and there will 
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be as the application of atomic energy becomes greater, and it is used 
to a larger extent in industry. We have been working with the schools 
There are reactor engineering courses now being started in a number 
of institutions and very good courses. 

Our research work, a certain amount of it, of course, is done by 
contracts with colleges, and they will at times use graduate or under- 
graduate students to help, and that is a source of training. We have 
had a fellowship program in the nuclear physicist field, but we are 
closing that out and that is being taken up by the National Science 
Foundation. 

Senator Dirksen. The House report made some point about en- 
largement of staff members of the Commission on the ground that you 
were using some in a supervisory capacity that they did not think 
were necessary, and saw no reason for enlargement. Have you some 
comment on that? 

Mr. Boyer. Yes. That refers to our program administration 
The House action limits us to the level that we have this vear We 
think that is going to make it very difficult for us to do our work 
We are building and will bring into production new plants at Ports- 
mouth and Spoon River. We have this plant at Paducah that is 
coming in. All of those things will call for additional personnel for 
the administration program. As you know, we employ contractors to 
do the work. On the other hand, there must be an overall coordina- 
tion. There must be planning for operations and construction, the 
scope of the job must be established, and there must be the coordina- 
tion of the construction contractors with the operating contractors 
That calls for Commission personnel. We will only have sufficient 
funds under this limitation to employ about 4,875 administrativ: 
people in the atomic energy program under our administration and 
direction program. 

Senator Dirksen. Their criticism goes to the fact that you assign 
staff members to supervise the operating contractor after he has been 
installed. If he is a blue-chip operator, I suppose the point made 
there is you have too many people monitoring and supervising from 
that point on. 

Mr. Boyer. The same group that said that also said that the 
contractors are doing a very fine job, and we are proud of that 
They have made excellent strides in reducing costs. But this does 
not come easy. There has to be cooperation between the contractor 
and the Commission staff, and there has to be a certain amount of 
policing to be sure that the taxpayers’ dollar is being properly spent. 

To give you an example, you have a security problem. The 
contractor can never take over the security problem for you, because 
you must monitor his security practices and be sure that they are 
right. You have the accounting problem, the auditing problem, to 
see that he is following the procedures that are set up by the Govern- 
ment for handling the taxpayers’ dollar. These take people. 


OVERALL PLANNIN( 


Then you have the overall planning. For example, at Paducah, 
and Portsmouth, you must plan and coordinate the movement of 
raw materials and the finished products, and all of this takes people 
to do its 








32 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


Senator DirkseN. That is another item on which there was a 
comment, that your aggregate security costs are $55 million a year. 
That is the correct figure? 

Mr. Borer. That is our best estimate. That is under continual 
study. You know, security is a very difficult thing because it is in- 
tangible. It is not something that you can get hold of. You can 
take the greatest precaution and still you are never sure. So we do 
give a great deal of attention to security. We recognize the cost that 
it loads upon the program. You have to be slow in making changes 
and reductions. We have made some surveys which have resulted in 
some reductions. 

(Discussion off the record.) 

Senator SALTONSTALL. Mr. Dean, I would like to ask particularly 
when Senator Hickenlooper is here, on page 4 of the committee print 
of the bill the House has included the same proviso as last year that 
the Commission cannot go ahead with construction of any office 
building, residence, or warehouse or similar structure, utility or other 
specific portion or unit of the project unless funds are available for 
the completion of such building, utility or other specific portion or 
unit of such project. That is the amendment in part. That amend- 
ment, as you recall, and as we discussed in my office, was the matter 
that was finally passed on Monday morning after most of the Members 
of the Congress were out in Chicago for other purposes. 


EFFECT OF AMENDMENT ON CONSTRUCTION PROGRAM 


That resulted last year in our putting back practically’ all the 
funds that the House took out for construction purposes. How is 
that amendment going to affect your construction this year, and 
what consideration should the Senate give to it? That is 1 of 2 
questions. I have another question later. 

Mr. Dean. On the first one, we are somewhat embarrassed by it, 
because there is now deleted the $140 million of contingency funds 
which was appropriated in the expansion program of last year. If 
that rider, as I understand it, is taken literally, you cannot start a 
project until you have all the money with which to complete that 
project. This was an integrated program, and it put us im a very 
embarrassing spot unless we had all the money appropriated. 

You will recall that it became necessary, then, with the rider in, to 
appropriate the total amount in cash last year of something of the 
order of $3 billion instead of approximately half that amount, which 
could have been appropriated in cash for starting the building pro- 
gram if we had not had the rider. 

Senator SALTONSTALL. We worked out an amendment in the Sen- 
ate which the House would not accept. 

Mr. Dran. That would have been quite acceptable to us. 

Senator SALTONSTALL. Yes. 

Mr. Dean. Now, they have eliminated the contingency of $140 
million in a $3 billion’ program which we had in there, and the 
rider remains. What does this do to the Commission? It raises 
the question of whether at any point during this big expansion program 
we come to the place and it looks as though we are going to have an 
overrun, are we violating the spirit of the rider if we continue to 
complete? I do not know. I do not know what it means with the 


SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 30 


rider in at the present time as far as the expansion progran 4 
cerned. We will simplhy have to come bac] » Congress 

estimate was not on the nose; state that we need more 

ask for the necessary amount 


Senator SALTONSTALL. What vou are saying to u 
should be some language Lti¢ | ided in that ric¢ A hi hy ) 
you to go ahead if vou go ahead im good faith beli 
sufficient funds. Would that be helpful? 
Mr. DEAN. It would be much bett thar » | 
in there. 
Senator SALTONSTALL. Assuming that the Hous 
that rider in your opinion could be amended to be mori 
there were some statement concerning good faith or fil 
joint committee, or something of that kind, a staten 


new construction? 


FURTHER DISCUSSION OF PROPOSED LANGUAGE CHANG 

Mr. Dean. Yes. If there was some language in there t! : 
for example, at any time during the construction prograt ah | 
expansion program of last year you find that your origi 
are going to be X percentage or X dollars over what they s! 
you shall report this fact to the Senate committee and the H 
committee, or the joint committee 

Senator SALTONSTALL. Would vou be willing to mit | 


Lo this subcommittee that vou belleve would be helptt 


Mr. DEAN. We find it difficult to get language, but 


Senator SALTONSTALL. The Chair would like to ask Senator H 
looper if he cares to make a comment on that as he had a g i ul 
of participation in the closing discussions last vear 

Senator HicKENLoopER. I think it would be very desirab! 


guage could be devised that would loosen up this a lit 


I am in sympathy with the idea of preventing this contractual autho 

ity to run wild in this or any other department. But this is a little 
tight. As the chairman has said, it could be embarrassing and 

ably will be embarrassing. This is a peculiarity, this at 

business. If you take the strides that have been made in the last 
3 to 3% years in the revolutionary operation, nobod could predict 
3 vears ago what we are doing now. A lot of the things were foreseen 
Nobody can tell what the state of this art will be 3 years from now 
There may be revolutionary things discovered suddenly, and some 
body may come up with a rabbit out of the hat that is quite some 

thing. 1 think this | fecth 


anguage is too restrictive. I am_ perfe 
willing to go along wit! 


1 language that prevents unlimited contract 
authorization. I think it is bad in principle, generally speakin 
3ut in this particular operation, I think there is every good reason 
and persuasive argument for a little more leeway than this particular 
amendment. I hope you can find some words that will unshackle 
them just a little bit. 

Senator SaLronsTaLL. With good faith or report to the joint com- 
mittee. 

Senator HickenLooprer. I do not have any specific language at 
the moment. But I think language can be worked out all right 

Senator SatronstaLL. Will you, Mr. Dean, work on that? 
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Mr. Dean. We will. 

This, we think, would ameliorate the situation somewhat. In the 
two requests which we make of this committee in this appearance, we 
have asked the insertion of language exempting projects for the alter- 
ation, improvement, or extension of existing technical and production 
facilities, excepting projects which involve a new building costing in 
excess of $100,000 from the proviso prohibiting the start of any 
construction project for which an estimate was not included in the 
budget. 


UNOBLIGATED FUNDS EFFECT ON LANGUAGE CHANGI 


Senator Dirksen. Now, Mr. Chairman, let me make two comments. 
The first one is this: I do not think your case is very impressive, Mr. 
Dean, in view of the $533 million unobligated funds last year, and 
secondly, with Congress here 7 or 8 months in the year, if you came 
up the last week during the session and asked for a supplemental or 
deficiency or additional contract authority, there would be an inter- 
vening period from then until the beginning of the new session of 
Congress of only 5 months. I could not see that you would be dam- 
aged thereby. I would not mind modifying it somewhat, but I 
think for any development that comes on, I think you would be amply 
protected, it seems to me. 

Senator HicKENLOoPER. I would make one suggestion. There is 
one element of this thing that causes embarrassment, and that is the 
matter of good faith. They can start a substantial project in utter 
vood faith; they can get into it and they think they have the money. 
Just for the sake of argument, let us grant it is in perfect good faith, 
because I am sure they would not start it without that. Then some- 
thing comes up and they found as they have on numerous occasions 
that there are unknown factors that develop as this thing grows, and 
they are going to have to enlarge or change or alter these plans in the 
middle, and it is going to cost 25 or 30 percent more. Then they 
have violated the law because they started a project when they did 
not have the money to complete it. That is the bind thai is put on 
them. 

Otherwise, I agree with you if they could blueprint it down and say 
it is going to cost X dollars, then let them have the money before they 
start it. 

Mr. Dean. That is the point I was going to make. This rider first 
appeared in * the supplemental appropriation last year. It says you 
cannot start the program unless you have all the money with which 
to finish it. It was a $3 billion program. Suppose we find out, par- 
ticularly with this rider continuing on as part of a regular appropria- 
tion bill, that we made a bad estimate, that we did not come out on the 
nose. Weare really in very difficult circumstances with the Congress, 
because we might miss it a dollar. 


LANGUAGE EFFECT ON NEW CONSTRUCTION 


Senator Dirksen. That language says that no part of this appro- 
priation shall be used to start new construction. How long is the 
matter on the blackboard in the form of formulas and on the drawing 
board before you even get around to thinking of construction, and 
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you are not inhibited from the use of funds in order to 
layout made before you think of construction. 

Mr. Dean. There have been cases, Senator, where’ within 2 weeks 
after we heard of an idea we were looking for a contractor to build 
the plant to make a material which had never been made before. 
This happened a year and a half ago. I think you know the instance. 
This is particularly true when you go over into the new weapons pro- 
gram, The thing just shifts overnight I would think that what 
you say is true in probably 95 percent of the cases. You could get 
your supplemental. At the same time you have to have some flexi- 
bility. We have run into these cases, or I would not urge the point. 

Senator Dirksen. Mr. Chairman, it seems to me if that were thi 
case—and I am open to persuasion on it—then the thing to do to meet 
that contingency is to delegate a degree of authority to the Director 
of the Bureau of the Budget, who would operate as a sort of interim 


agency for Congress when we are not here to do it 
senator SALTONSTALL. Senator, some lancuac of that character ] 
believe we should inst rt. We had lancuac in the Senate bill | 


year that I thought was helpful, and the House weuld not take it. 
I think you had left the Congress for good and sufficient reasons at 
the time. 

Senator ELLENDER. The alternative would be to appropriate more 
money. In that connection, let us find out how much money will be 
required, 

(Discussion off the record.) 


AUTHORITY TO BUREAU OF BUDGET 


Senator Dirksen. Mr. Dean, to nail this proviso down, how would 


it be to give authority direct to the Bureau ol the Bud ret in case of 


an emergency situation to give specific approval within, say, a $50 
million limit, to any situation that may arise, so that even though 
Congress is not in session, if you make representations to him, and 
it looks good, he and his staff can simply say, ‘Very well, you can 
go ahead.” 

Mr. Dean. That would be a very liberal consideration of the 
Commission, and perhaps too liberal for things that would be built 
under this appropriation. I think the problem that is troubling us 
is what happens to the continuation of the expansion program with 
the existing rider on it, but with the contingency money out. It 
means that we cannot make an estimate of as little as a dollar wrong 
on the high side in the appropriation of last year—if you eliminate the 
contingency money, that is. One way to do it would be to put back 
the contingency money. It seems foolish, however, for us to play 
with the dollars when language will do. 

Senator Dirksen. But new language could be substituted for the 
proviso in existing law which would leave you high and dry for any 
situation and at the same time not get into what I regard as reasonably 
bad practice of having roaming authority that roams everywhere. 
Congress generally does not approve of it. 

Mr. Dean. No; we do not either. 

Senator Hickren.Loorer. I think it might be a good idea to give the 
Budget Bureau the authority; for instance, at the start of some program 
or building, if the Budget authority found that it was a reasonable 








36 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


estimate based on all known factors at the moment, and then said 
it is all right far the Commission to start it, then if some unknown 
factor came up, the Commission would not be violating a law by 
starting a project which cost more money than they have. I think 
the real point is that these fellows are actually violating a law if they 
start a project that eventually costs more money than they estimated. 

Mr. Dean. That is right. 

Senator Hickentoorer. That is the difficulty. 

Senator SALToNsTALL. [| would say, Senator Dirksen, that we dis- 
cussed that Director of the Budget suggestion last year, and the House 
would not take it. The House was adamant, as Senator Hickenlooper 
will recall, on the language of this character. 

Senator Dirksen. There is a new House. 

Senator McCarruy. I have several brief questions on a couple of 
different points. 


MILWAUKEE STOCKBROKER CASE CITED 


Mr. Dean, I received information some time ago from a reliable 
source which I checked, and I am wondering just where the expenditure 
would be found in this budget covering the item I have in mind. In 
the city of Milwaukee, there is a man getting $6,000 a year. He has 
been on the payroll for some time. He is working full time as a 
stockbroker. His duty, he says, is to recommend for or against 
anyone from that particular area who may be selected to work in any 
atomic-energy work. He was asked by my investigator how many 
times he has had to recommend so far, and he said never yet. He has 
been on the payroll about a year. 

Mr. Dean. This is on the AEC payroll? 

Senator McCartruy. Yes. No. 1, are you aware of that type of 
situation? 

Mr. Dean. I am sure it is not true. 

Senator McCarruy. What related department might he be working 
with? He is of the opinion that it is the atomic energy, and he is 
getting $6,000 a year. 

Mr. Dean. Our name is taken in vain so many times I do not 
know. We have no facilities near Milwaukee, and I do not know 
why anybody should be stationed there. The nearest one would be 
the Argonne Laboratory in Chicago. In that case all security is 
supervised by our security office in Chicago, AEC employees, but 
the guard force at Argonne is on the payroll of the University of 
Chicago, which has the contract to run the laboratory. 

Senator McCarrny. If I give you the name, will you check it? 

Mr. Dean. Yes 

(Discussion off the record.) 


PERSONNEL 


Senator Dworsnak. Mr. Chairman, I want to explore very briefly 
the question of personnel. We had a brief discussion on that, and 
I am not entirely clear as to the procedure. I understand you do 
not operate under civil service. 

Mr. Dean. We do not. 

Senator DworsHak. You have your own merit system? 
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Mr. Dean. We do. 

Senator DworsHak. Who hus set that up? 

Mr. Dean. It was set up originally by the Commission, assisted by 
an advisory committee on personnel before my time, about 5 years ago. 
The standards for personnel selection were written out and widely 
publicized. 

Senator DworsHak. They have no relation to the civil-service 
regulations? 

Mr. Dean. It does have in that we have most of the benefit of 
civil service without some of the administrative problems. 


PROCEDURE RELATIVE TO REGIONAL OFFICES 


Senator DworsHak: I want to know what your procedure is in 
regional offices like the new one at Portsmouth, Ohio, or the one in 
my own State of Idaho Falls? Who handles the personnel? Do you 
have a personnel officer? 

Mr. Dean. Yes. 

Senator DworsHak. Does he have absolute authority in the 
hiring of employees? 


REVIEW BOARDS 


Mr. Dean. With certain exceptions; yes. If any derogatory infor- 
mation appears we have a local review board that goes over this. If it 
is substantially derogatory, it comes to Washington. It is reviewed 
here. Then over and above that, we have for the really ticklish 
cases a first-class personnel security review board here in Washington, 
men like Bill Leahy of the local bar. 

Senator DworsHak. Are the review boards at Idaho Falls local 
in nature? 

(Discussion off the record.) 

Senator DworsHak. Mr. Dean, are your local boards outside of 
your own AEC service? 

Mr. Dean. No; they are in the AEC. 

Senator DworsHak. They are appeal boards? 

Mr. Dean. The appeal board is completely independent here. 

Senator DworsHak. But your advisory boards locally are inside 
your service? 

Mr. Dean. That is correct. 

Senator DworsnHak. I have had a great deal of criticism concern- 
ing the employment of personnel in connection with the regional 
operation at Idaho Falls. They hold me responsible indirectly. I 
would like to have you put on the record just what procedure is 
followed in the selection of these employees. 

Mr. Dean. Suppose I do it in detail for you and write it out. 

Senator DworsHak. I wish you would, and particularly insofar as 
the political aspects are concerned. I certainly think there should 
be some clarification to show where the responsibility rests. Can you 
give us that, as it relates to Idaho Falls? 

Mr. Dean. Certainly. Of course, our general policies apply also 
to Idaho Falls. 

(The information referred to follows:) 
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STATEMENT ON AEC PERSONNEL Po.Licy 


Shortly after the Atomic Energy Commission was established as a civilian 
agency, the members of the Commission adopted a basic personnel policy designed 
to meet the special needs of the atomic-energy program. A reaffirmation of that 
policy, reissued over the signatures of the current members of the Commission 
in 1951, is attached as appendix A. 

With respect to hiring of people, this policy emphasizes that “the far-reaching 
significance and seope of the atomic energy program requires high standards of 
employment which will attract and maintain an adequate organization of capable 
and well-qualified people. . Kach job will be filled on a merit basis by selecting 
the available individual best qualified in terms of the carefully determined require- 
ments of the particular position and in accordance with the Veterans’ Preference 
Act of 1944. * * * The appointment or promotion of individuals or other per- 
sonnel actions will be made without consideration of political affiliatior 

his prohibition against political consideration in hiring is one of the cardinal 
principles underlying the AEC personnel program. It is adhered to rigidly. 

lhe detailed procedures Al’C has adopted to insure that people are employed 
strictly on the basis of merit and efficiency are set forth in General Mar 





ager’s 

Bulletin. Recruitment, Selection, Promotion and Transfer (appendix B The 
basie steps in these procedures for filling a position may be summarized as follows 
1. The specifie duties of the position and the qualifications needed to earry then 


out are fully deseribed. 


} ‘ 


2. A search is then made to identify people who are ful 


ly qualified for this 
position. People considered in this search include employees and outside candi- 
ates. Outside candidates include those who have applied for employment wit! 
AEC on their own initiative and those who are sought out by AEC throug! 





mii CV 
tacts witli other Federal and private agencie schools employment service office 
professional societies, and other similar sources that are likely to yield highly 
qualified candidates. The geographical area covered by the search varies with 


the nature of the position to be filled. For certain positions involving relatively 
simple skills in plentiful supply, the area of the recruitment may be the immediate 
vicinity of the office in which the position to be filled is located. For other 
positions, the area covered by the search is nationwide. 

3. After a sufficient number of candidates have been identified who are fully 
qualified for the position, they are carefully compared in terms of the specific 
requirements of the position. This comparison is based on detailed information 
regarding the candidates, obtained from the candidates, their schoo 


] records and 
+} 
auti 


orities, responsible persons who know the candidates’ work and potential 
intimately, including former employers, ete. In some cases formal tests are used 
to determine whether the candidates possess the minimum qualifications of the 
position In this process present employees are given full consideration for pro- 
motion to higher-grade positions, in accordance with a basic AEC policy of 
fostering a career system. Present employees are compared with outside candi- 
dates and the best qualified person is selected for the position. In considering 
outside candidates, veterans are given preference in accordance with the Veterans’ 
Preference Act of 1944. The final selection of the best-qualified candidate is 
made by the operating official who is responsible for the work to be done with 
concurrence of the personne! office. 

Che basic features of the AEC merit appointment system have been approved 
by the United States Civil Service Commission, in accordance with the require- 
ments of the Veterans’ Preference Act of 1944. In accordance with that act 
AEC employees who are veterans have the right to appeal certain adverse person- 

| actions to the Civil Service Commission, and all AEC employees with regular 
appointments are subject to the reduction-in-force procedures of the Civil Service 
Commission, 

To help administer its merit system, AEC has long had an Advisory Com- 
mittee on Personnel Management, with the following members: 


PRESENT MEMBERS 


Arthur S. Flemming, Director, Office of Defense Mobilization, and formerly 
member of the United States Civil Service Commission, who is Chairman of 
the Committee 

L. Clayton Hill, professor of industrial relations, University of Michigan, 
and formerly works manager, Eagle Pencil Co., and executive vice president, 
Murray Corp. 
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Robert Ramspeck, vice president, Eastern Airlines; formerly Chairman of the 
United States Civil Service Commission 

Wallace 8. Sayre, professor of public administration, City College of New 
York, and formerly Director of Personnel, Office of Price Administration, and 
member of the New York City Civil Service Commissio1 

Philip Young, Chairman, United States Civil Service Commission 


PAST MEMBERS 
Lawrence A. Appley, president, American Management Associatior 
Alvin KE. Dodd, honorary president American Vianagement Associat 


Thomas G. Spates, professor of industrial administration, Yale University 
and formerly vice president for personnel manag nt, General Foods Corp 


APPENDIX A 


PERSONNEL Pouicy 


The United States Atomic Energy Commission, Washington, D. C., January 195 
PREFACE 

We have exal ined caref lly the Federal ¢ plo eC} el p \ 1 
been in effect, and have reviewed suggestions for its modificatior Few ¢ 
have been suggested as a result of the experiences of e organiza luring ‘ 
past 3 years, and wi have found only m or points to lyge tor re S] 

It is the kind of personnel policy with w we fully agree We believe that 
contains the principles which must be put into practice if our management 
meet the test. We want these principles to be applied with increasing skil 
all of us in the AEC, at all levels of management throughout the critical da 


ahead. 
Aromic ENERGY COMMISSION, 
November 1950, 








The people of the l nited states througl t ( v = 4 { ed 
Atomie Energy Commission the vital and urgent task of developing and utili 
atomic energy for the purpose of “improvir the publie welfa creasing 
standard of living, strengthening free competition in private enterprise, and pr 
moting world peace.”” During the past several months it has become increasing] 
clear that the growing defense effort of the Nation is expanding the manpow 
needs of the Nation and thereby placing greater mphasis than ever on the - 
portance of accomplishing the most with as few people as possibl We believe 
that the successful application at all levels of management of the principle 
tained in this personnel policy will go far toward assuri hat the AEC succe 
fully recruits, retains, and utilizes the personnel eded as manpower becot 
more scarce. The carrving forward of this mission is “subject at all times to 
paramount objective of s iring the common defense and security.’ The achiev: 





ment of these objectives requires a high order of skill, ingenuity, patience, lovalty 
and perseverance in meeting and resolving many new and complex problems 

All of us serving in this task should be proud to be able to contribute so directly 
to the welfare of the Nation. Every job is a vital part of our overall progran 
Our objectives cannot be met unless each individual employee, whatever his duti 
or responsibilities, is pulling his full weight. Whatever his particular assignment 
every employee of the Atomic Energy Commission cal lerive spec ial sa 
and inspiration from the knowledge that he works in a unique enterprise of great 
importance to the national well-being. 

The Atomie Energy Act requires the Commission to assure itself that th 
character, associations, and loyalty of workers in atomic energy is of a higl 
order. Conduct and self-discipline, both on and off the job, must measure up 
to unusual standards. The exchange of information and the handling of equip- 
ment, materials, and documents must be precise and within established pro- 
cedures. In short, many phases of the daily job that are ‘‘ordinary’’ in most 
organizations become “extraordinary”’ in the Atomic Energy Commission. 

Rarid progress in scientific achievement is tl 





he most vital factor in “‘assuring 
the common defense ana security.’’ Such progress and the forward movement 
of our own responsibility necessitates a work environment in which each of us 


has an opportunity to put forth his best effort at the work for which he is best 








D 


40 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


fitted In developing such an environment it is essential that selection of em- 
ployees, work assignments, and promotions are on the basis of merit and pro- 


ductivity Political affiliation, family, or other personal relationships, or other 
extraneous criteria cannot be given consiceration except as necessitated by secu- 
rity requirements An essential factor in maintaining an environment that en- 


courages each employee to work enthusiastically and willingly to the best of his 
ability is an organization which encourages and recognizes initiative in taking the 
right action promptly and improving the way in which things are done 

The basic personnel policies which are set forth here constitute the broad 


framework within which our management job will be performed. In their appli 
cation due consideration will be given to the requirements of national security, 
but “secrecy” must not be allowed to become a cover for bad management 


practice 
The policies have been formulated through the participation of the employees 
and staff officials throughout the organization; giving reflection to their views and 


indicating acceptance of the underlying principles involved A sound basis has 
been thereby provided fer the kind of personnel job that is essential to the effective 
and economical accomplishment of the work goals of the agency 


ORGANIZATION, SUPERVISION, AND COMMUNICATION 


The general manager and all other employees who direct the work of other 


will assure that those under their supervision know their jobs, to whom each 
responsible, the authority that goes with their jobs, the relationships of cheir 





jobs to other jobs in the organization, and the channels of communication 
Each major geographical area will so organize its activities as to provide con 
tinuing leadership, guidance, and assistance to supervisors and employees ir 
achieving proper application of the principles set forth in this policy 

The structure of the organization will be the result of careful planning designed 
to meet specific program needs, and to permit independent action to be taker 
within the limitations of established policies and the minimum of uniform stand- 
ards and procedures essential for effective operation. The desirability for free 
dom and informality in staff communications and working relationships at and 
between all organizational levels is emphasized; always recognizing, however, the 
single line of authority necessary in taking official action. 

The Commission feels strongly that certain sound organization practices suc} 
as the following are too often forgotten and therefore they are set forth below 
as part of this policy. 

1. Assignment of responsibility will carry with it commensurate delegatior 
of authority. 

2. Any change in duties and responsibilities of a position or a group of positio1 
will be preceded by a definite understanding on the part of all concerned 

3. An employee will not be required to report directly to more than one 
supervisor. 

4. Instructions and directions relating to work assignments will be commu- 
nicated to him only through, or with the agreement of, the immediate supe rvisor 
5. Changes in an employee’s work assignment or employment status will b: 
communicated to him, after proper approvals, only by his immediate supervisor 


EMPLOYEE PARTICIPATION 


The widest practicable opportunity will be afforded to employees for consulta 
tion and explanation in the formulation and development of policies affecting 
their employment status, working conditions, and productivity. This oppor- 
tunity will be effected through positive encouragement of a free exchange betweer 
supervisory and supervised employees of points of view and ideas in their daily 
work together and in regular departmental staff meetings, supervisory con- 
ferences, conferences of management and employee representatives, and other 
effective means. 

Employees are urged to avail themselves of these opportunities for participa- 
tion. Employees have the right to join or refrain from joining employees’ 
organizations of their own choosing without coercion or fear of discriminatior 
This right, of course, must be exercised in a manner which is consistent with 
applicable law and the security responsibilities of the Commission. 

It is recognized that employee organizations can make a positive contribution 
in furthering the atomic energy program. Accordingly, the participation of 
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employee organizations in the program is welcomed he } 
employee-management relations is a mutual concern and )enefits y 4 


the Commission alike. 
PERFORMANCE REVIEW 


Formal periodic review of the performance and capabilities of employees will 
be made against realistic and understood performance sta lards to detern a 
any merited recognition, need for their further d lopment r change in j 
status. Eachsupervisor will record and use current formation on the ex i 
qualifications, and performance of each individual under his directi eee 
of planning for the training and further development of s 
ae personnel action. Kach s Ipervisor Wil dis SS anv evaluation al 
the basis for it with the emplovee affected to develop mutual understanding 


TRAINING 








Consistent with definite needs which arise or are anticipated, employees w 
be provided with opportunity to in heir knowledges | or a 
in order to enable them to perform ks assig it el be c 
ways and to prepare fot Bg pliner wegen This will include programs for rienta 
tion and induction befo assignment of work, training on the job rading 
and understudy progran "end training in supervision and Manage! ract 

NONDISCRIMINATION 

There will be no discriminatio st an empl becaus lor 

sex, religion, physical handicap, or national origi 
EMPLOYMENT 
The far-reaching significance and scope of the atomi nergy progra requires 


high ‘standards of employment which will attract and maintain an adequate 
organization of capable and well-qualified people 

Accordingly 

1. Adequate sources from which employees may be recruited will be develope 
and maintained 

2. Each job will be filled on a merit basis by selecting the available individual 
best qualified in terms of the carefully determined requirements of the particular 
position and in accordance with the Veterans’ Preference Act of 1944, as a led 

3. Opportunity for transfer and promotion will be provided in order to mak 
full use of demonstrated skills and abilities. Therefore well-qualified ylovees 
will be given first consideration filling vac 

4. The appointment or promotion of individuals or other personnel a 
will be made without consideration of political affiliation 








neci1es 





SEPARATIONS 


When it is necessary to reduce employment, the selection of employees for 
retention within an appropriate geographical area will be on the basis of rela- 
tive qualifications for the work remaining to be done, and in accordance with 
the requirements of the Veterans’ Preference Act of 1944, as amended, including 
veteran status, and length of Federal service. Reasonable notice will be given 
to employees whose services ore to be terminated and their availability will 
made known to other AEC offices. Emplovees notified of their planned separa- 
tion shall have an navecainn to appeal such determination. 

An employee will be demoted or aischarged for cause only after he has bee 
given (1) a statement of the reasons for the proposed action, (2) an opportunity 
to reply, and (3) an opportunity to appeal any determination to dismiss Ar 
employee may be put in suspension status without pay pending final deter- 
mination. 

GRIEVANCES 


Supervisory and supervised employees have an gy. “og to make every effort 


to resolve employment relations problems as they aris Failing prompt and 
satisfactory adjustment of any grievance, including those relating to separation, 
appeal may be made by employees at any work level to higher authority. Em- 


ployees may designate representatives of their own choosing to assist them in 
presentation of grievances. In presenting grievances employees will be free from 
any interference, restraint, or " prisal 
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SAFETY AND HEALTH 


Each supervisor will take the initiative in the establishment and maintenance 
of safe and healthful practices and work places for every employee under his 
supervision, and in assuring that the manner of performance of all operations 
will minimize personal injury and disease and damage to equipment, materials, 
and property. Safety is an integral part of each job, and each employee is re- 
sponsible for the safety phase of his work just as mt ich as he is for any other phase. 


SALARIES AND WAGES 


Salaries and wages shall be administered so as to compensate employees 
equitably with due regard to the relative value of the positions, to provide for 
increases in pay on the same job after reasonable periods of satisfactory service, 
and to provide for recognition by increases in pay for especially meritorious 
services 

Determination of the relative value or grade of positions will be based upon 
systematic analysis of the differences in the requirements of the positions and 
upon comparison with approved standards 

Salaries for positions, except those noted below will be established in line with 
the pay scales of the Classification Act of 1949, in accordance with the require- 
ments of the appropriation act for the current fiscal vear 

Wages for laborer and mechanic positions will be established after considera- 
tion of rates paid for similar work by other Government and private employers 
in the appropriate geographical area 

Certain scientific and technical positions which the Commission finds must be 
exempted from the salary scales of the Classification Act of 1949, will receive 
salaries which are arrived at after consideration of the rates paid for similar work 
by other Government and private organizations 

The method by which the rate of pay for his job is determined will be explained 
to each employee 





BENEFIT PLANS 


Employees will be granted the same benefits with respect to leave, workmen’s 
compensation, holidays, and retirement as are granted to other Fede ral e mployees. 
Information on the details of these plans will be given to onplav es. 


CONCLUSION 


The Atomic Energy Commission looks forward to the application of this 
policy; first, through the wholehearted and effective execution of the principles 
of sound employee relations by the Commission members, the General Manager, 
and all the employees who direct the work of others; second, through the whole- 
hearted acceptance by all employees of the obligations that attach to their em- 
ployment in the atomic energy program; third, through the developmetn of 
effective employee-management cooperation 

Application of the prine iples underlying this policy must be an integral part 
of the daily activities of supervisors at all levels and of all other employees. The 
General Manager, aided b xy the Director of Organization and Personnel, will take 
such action as is appropriate to implement the policy, to evaluate the ‘adequacy 
with which the policy meets current program needs, and to assure performance 
in accord with the policy. 

Many of the principles have been implemented through the development of 
more detailed policies and procedures. As additional experience is gained with 
the policy and principles and as the continuous task of implementing them goes 
forward, it is expected that employees will continue to make known their views. 

Atomic ENERGY CoMMISSION, 
GorDoN DEAN. 

T. Kerrah GLENNAN. 

Tuomas E. Murray. 
SuMNER T. PIKE 

Henry De Wotr Smyta. 
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APPENDIX B 
Atomic ENerGyY CoMMIssION BULLETIN GM-141—PERSONNEL SELECTION 
Issuance date: September 12, 1949 
RECRUITMENT, SELECTION, PROMOTION, AND TRANSFER 


For: Division heads, Washington. 
Managers of operations. 


PART I. PURPOSE AND SPECIFIC POLICIES 
1. Purpose 

(a) The broad framework within which recruitment and selection of personnel 
will be carried on, with due consideration for the requirements of national security, 
is set forth in the basic AEC Federal employee personnel policy as follows: 

“The far-reaching significance and scope of the atomic energy program requires 
high standards of employment which will attract and maintain an adequate 
organization of capable and well-qualified people. Accordingly: 

“1. Adequate sources from which employees may be recruited will be developed 
and maintained; 

“2. Each job will be filled on a merit basis by selecting the available individual 
best qualified in terms of carefully determined requirements of the particular 
position and in accordance with the Veterans’ Preference Act of 1944; 

“3. Opportunity for transfer and promotion will be provided in order to make 
full use of demonstrated skills and abilities. Qualified employees will be selected 
to fill vacaricies unless candidates who are not employees are better qualified; 

‘4. In the appointment or promotion of individuals or any other personnel 
action no political test or qualification shall be permitted or given consideration.”’ 

(b) The purposes of this bulletin are: 

(1) To set forth the specifie policies which implement t! 
policy of AEC in recruitment and selection of personnel. 

(2) To establish basic procedures for carrying out these policies. 

2. Specific policies 

The following specific policies will be the basis for action in filling vacant AEC 
positions: 

(a) To be eligible for employment in any position in the AEC, each candidate 
must: 

(1) Be granted a security clearance by AEC in accordance with the Atomic 
Energy Act of 1946 and AEC policy thereunder. (See Bulletin GM-80. 

(2) Be'‘a citizen of the United States. An exception to this requirement may 
be made only in acordance with AEC policy. 

The employment of any candidate must be consistent with the AEC policy 





is basic employment 


regarding nepotism. (See Bulletin GM—49.) 
(b) Qualified present employees will be selected for vacant positions unless 
outside candidates are better qualified. Present employees will include employ- 


ees who have been furloughed or separated for military service in accordance with 
the Selective Service Act of 1948. 

(c) A positive and continuous program will be conducted to develop and n 
tain sources of personnel both within and outside the agency particularly sui 
to the needs of the atomic energy program. Persons will be recruited from a 
geographical area as wide as is necessary to assure obtaining highly qualified 
candidates for the various types of positions. 

(d) Applications for employment will be accepted at any time. As a result of 
a single application an applicant will be considered for all fields of AEC work ir 
which his principal qualifications might profitably be us he location where 
he applied. This application will also be used to consider him for AEC work at 
other locations where his skills are known to be required 

(e) The qualifications of candidates will be evaluated in relation to the require- 
ments of the particular posiiion to be filled. Standards in respect to age, educa- 
tional and physical requirements may be used only where essential to the perform- 
ance of the duties of the position All candidates for a particular position will 
be evaluated against the same qualification requirements 

(f) Responsibility of operating officials for a work program incluc 
bility for selection of people to carry out the program. Accordingly 
sibility for the selection of persons to fill vacant positions in accordance wit 
policy rests with operating officials 














Ss responsl- 


inal respon- 


h AEC 
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(g) The number of candidates from which an operating official makes his selec- 
tion will be sufficient to provide an adequate choice among qualified available 
candidates. In determining availability of outside candidates for selection, the 
requirements of the Veterans’ Preference Act of 1944 will be carried out. 

(h) Selection should ordinarily not be made from a group of candidates who 
merely meet the basic qualification requirements for an AEC position until it 
has been determined through active recruiting efforts that no better qualified 
candidates are available. 

(t) An AEC employee who has been selected for and accepts a promotion or 
transfer to a vacant position will be released from his current position except 
where his release would adversely affect the best overall interests of AEC. <A 
suitable replacement for the employee or a suitable arrangement for the work 
will be made prior to release as required. 


PART II, PROCF DURE FOR RECRUITMENT AND SELECTION 


1. Introduction 

(a) The major steps normally involved in recruitment and selection are as 
follows: 

(1) Anticipate future needs for filling positions and develop and maintain a 
supply of candidates adequate to meet these needs; 

2) Identify specific requirements for adequate performance in a particular 
position to be filled; 

(3) Review candidates and identify those who meet the basic qualification 
requirements of the position; 

(4) Select the one candidate who best meets the requirements of the position. 

(b) The way in which these steps will be carried out most effectively is set 
forth in considerable detail in the following pages. This statement of procedure 
recognizes that responsibility for carrying out most of those steps must be shared 
jointly by operating officials (i. e., those members of the staff in each operations 
office who have been delegated authority for selecting employees) and personnel 
officials (i. e., those members of the staff in each operations office who have been 
delegated responsibility for specialized personnel functions). Each of these 
participants in the process of filling a position has a special contribution to make 
and functions as a member of a team with a single objective, namely, to find the 
one person who can do the job best for AEC. 

(c) It is also recognized that in carrying out these procedures it may sometimes 
be necessary to adapt them to particular circumstances surrounaing a special 
situation. For example, in the case of an employee who is about to be separated 
from his current position in a reduction in force, these procedures should not be 
interpreted as precluding placing him in a position in which his abilities will be 
fully utilized, when the operating official and the personnel office agree that it is 
in the best interest of AEC to do so. Similarly, it may not be practicable to 
apply these procedures literally in the case of temporary positions. In such 
cases the principles underlying these procedures will be applied insofar as 
practicable. 

(d) These procedures will be used in filling vacant positions. When it is 
proposed to change the grade or title of an occupied position in order to recognize 
changes which have occurred gradually over a period of time in the duties or 
responsibilities of an employee who has been in the position, this change in grade 
or title will be accomplished by reclassification of the position. 


2. Developing and maintaining adequate supply of candidates 

The personne! office will keep in constant touch with operating officials to ascer- 
tain their anticipated future personnel requirements. Operating officials may be 
able to express long-term needs in general terms only, e. g., an estimated number of 
vacancies in certain occupational fields during the next 6 to 9 months. Such 
information will be useful to the personnel office in developing and maintaining 
a supply of candidates which will be adequate to fill specific positions in these 
fields as they need to be filled. 


3. Present employees 


(a) Present employees will constitute a primary source of candidates for filling 
personnel needs. When vacancies occur, the qualifications of employees for 
promotion, transfer or reassignment will be reviewed systematically. 

(b) The present employees whose qualifications will be reviewed will include 
those employed in the operations office in which the vacancy is located and certain 
employees in other operations offices. (See par. 5 below 
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;. Employees in the office in which the vacancy is located 


The personnel office will maintain a comprehensive, up-to-date personal history 
record for each employee in its operations office. This record will refiect all of 
the employee’s principal qualifications which might be used by AEC. It will 
cover not only the period before his employment by AEC, but will also contain 
detailed information regarding the nature and quality of his work with ABC 
during the entire period of his employment. The personnel office will encourage 
employees to supplement existing records with any evidence of qualifications 
not already contained therein. The records of present employees should include 
those of all employees who, subsequent to June 24, 1948, were furloughed or 
separated for military service from an AEC position other than a temporary 
position since such employees must receive the same consideration for promotion 
or transfer to vacant positions as present employees on active duty. These 
records should also include those of all employees who are on furlough as a result 
of reduction in force since these employees should be considered along with present 
employees on active duty when making a selection to fill a vaeancy. 


5. Employees in other operations offices 

In each’ operations office there may be employees who desire to effect a transfer 
to some other AEC office. A request for such transfer should be addressed to the 
yersonnel office in the operations office in which the employee is currently located. 
“hat office will forward full information regarding the employee’s qualifications, 
including a digest or copy of the employee’s complete personal history record, to 
the personnel office in the location to which transfer is desired. When an employee 
is to be furloughed because of reduction in force from any operations office, and 
another office has indicated a need for a person with his skills, a determination 
should be made by the personnel office in the location where he is currently 
employed as to whether or not he is interested in consideration for employment 
at the other office. If so, full information regarding the employee’s qualifications, 
including a digest or copy of his complete personal history record, should be 
forwarded to the appropriate personnel office. 


6. Outside candidates 


(a) The program of each AEC personnel office for recruiting outside candidates 
will be directed toward: (1) Obtaining applications from qualified applicants in 
advance of actual need so that vacancies can be filled with well-qualified personnel 


as quickly as security requirements will permit; and (2) developing sources for obtain- 
ing personnel processing scarce or special skills with a minimum of delay. To 


accomplish these objectives, all sources which are likely to yield qualified candi- 
dates will be used, including AEC contractors and consultants; colleges, universi- 
ties, trade schools and other educational institutions; and professional and scien- 
tific associations and other organizations of persons with specialized skills. These 
sources should be kept constantly informed of the personnel needs of AEC by 
personal contacts supplemented by circularization of appropriate notices of 
vacancies. Contacts with operating officials should prove parficularly valuable 
in identifying recruitment sources and their full assistance should be obtained by 
the personnel office in meeting the objectives of the recruitment program. 

(b) Cooperative arrangements should also be developed with the United States 
Civil Service Commission under which AEC can secure candidates from its regis- 
ters for consideration by AEC without regard to standing of the candidates on the 
register, and without being limited to considering only three candidates for each 
vacancy. In some situations it may be desirable to request the Civil Service 
Commission to conduct, on a reimbursable basis, special examinations for some 
types of positions. Should this latter need arise, proposals to make such arrange- 
ments should be cleared for an interim period with the Division of Organization 
and Personnel, Washington, D. C 

(c) Unsolicited applications from persons who desire to be associated with the 
atomic-energy program will constitute an important source of recruitment and 
will be given the same consideration as those which AEC has actively solicited 
Such applications which are received by operating officials will be referred to the 
personnel office in order to assure that adequate information regarding the appli- 
cants’ qualifications is obtained and that they are considered for all positions for 
which their skills are needed. 

(d) Applications for employment should be reviewed and brought up to date 
and the current availability of the applicants should be determined from time to 
time, depending upon the current and anticipated need for personnel in specific 
occupational fields. 
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?. Cooperation between AEC operations offices 


(a) Personnel offices in each operations office should assist one another in their 
recruiting efforts by forwarding to each other and to the Division of Organization 
and’ Personnel, Washington, D. C., information concerning their recruitment 
needs. In transmitting such information, a statement should be included defining 
the action desired, particularly if it is desired that the receiving office undertake 
active recruiting. In cases requiring a systematic recruitment effort covering « 
significant number of sources and where duplications of contacts with other 
operations offices is likely, coordination of the recruitment should be requested 
of the Division of Organization and Personnel, Washington, D. C., 

(b) In case a personnel office in one operations office has an application from a 
person for whose services it does not have an immediate or anticipated need, but 
who has qualifications known to be in demand by other AEC offices,.the office 
receiving the application will have it duplicated and sent to the other interested 
personnel offices. 

8. Classification and filing of candidates’ records 

Each personnel office will use a system of filing personal history reeords of em- 

ployees and outside candidates which indicates for each candidate the broad 


o¢gcupational fields for which he is qualified, and which makes possible a quick 
identification of all candidates who are qualified in each broad occupational field 


9, Notification of a vacancy 

(a) Operating officials will anticipate their personnel requirements and make 
them known to the personnel office as specifically and as far in advance as pos- 
sible; This may frequently be carried out, in planning stages, by oral contact 
with. the personnel office. However, it is necessary that these needs and the 
action desired be formalized as far in advance as possible. To effect formal notifi- 
cation that a specific position needs to be filled, the operating official will complete 
and forward to the personnel office a personnel action request form as soon as the 
specific requirements of the position are known. 

(b) The personnel office will confer with the operating official to agree upon 
and make a record of a statement of basic qualification requirements of the posi- 
tion which is current and adequate, and to establish the methods and criteria to 
be used in evaluating qualifications possessed by candidates. Basie qualification 
requirements need not be limited to those involved in the immediate tasks to be 
performed in the position to be filled. They should also include capacity for 
growth with expanding functions of the position and the organization in which it 
is located when these are anticipated. The statement of basic qualification re- 
quirements will be set forth in the job deseription (standard form 75) or a supple- 
ment thereto. 


10. Restoration of employees on furlough 

The personnel office will determine whether there are any employees currently 
on furlough who have been laid off in a reduction in force from a competitive level 
which includes the vacant position to be filled. If there are any such employees 
on furlough who are available for the position the personnel office will so notify 
the operating official, who will select the e mployee who was placed on furlough 
most recently. If an employee on furlough is not available, the personnel office 
will locate qualified candidates as set forth below. 

(NOTE [his does not preclude placing a present employee on active duty in a 
vacant position if such an employee has higher retention status (as defined for 
reduction in force purposes) than any available furloughed employee 


11. Locating qualified candidates 
a) The personnel office will search its files of complete personal history records 
of ee aoe and outside candidates and identify all those who appear to meet 

basic qualification requirements of the position to be filled. If the normal 
rosetta area for the position extends beyond the vicinity of the operations 
office in which the position is located, the personnel office will request personnel 
offices in other operations offices to make a similar search of their files (particu- 
larly files of present employees If, as a result of this additional search, addi- 
tional candidates are identified who appear to meet the basic qualification re- 
quirements they will be included in the further review. 

(6) In the case of some present employees, the information in their personal 
history records concerning their pre-AEC experience and training may not ade- 
quately reflect their qualifications for the position which needs to be filled cur- 
rently. This would be true in those cases in which the employee, at the time he 


=) 
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first applied for AEC employment, omitted information which is significant for th 
current vacancy because it was not significant for the particular position in which 
he was interested when he first applied. This possibility should be kept in mind 
by the personnel office in its review of qualifications of present employees. If 
there is any evidence that an employee's existing record is inadequate in this 
respect, the personnel office should obtain additional information from him with 
respect to his qualifications for the current vacancy 

(c) The personnel office will then assure that, for each of the candidates who 
appears to meet the basic qualification requirements, all pertinent information 
concerning his qualifications is assembled. This should include full information 
on (1) the candidate’s education and experience, both as to length and type; (2 
evaluation of that experience through reference checks, contacts with former 
employers, tests, interviews; and (3) evaluation through the same means of such 
personal characteristics as leadership ability, personality, ability to meet and deal 
with people, and supervisory skills, to the fullest extent that they are significant 
in terms of the requirements of the position to be filled. The personnel office will 
review this supplementary information on qualifications of candidates who appear 
to meet the basic requirements of the position to be filled and will identify those 
who actually do meet these requirements. A list of these candidates will be pre- 
pared by the personnel office on Form ANC-—178: Candidate Evaluation Record 
which will be retained in its files as a record of the fact that they have been 
considered for the positior The personnel office, with the cooperation of the 
operating official, will review the complete record on each of these candidates 
whose qualifications meet the basic requirements for the position and determin« 
whether or not there is a sufficient number of them who are well qualified for the 
position (i. e., whose qualifications exceed the basic requirements for the positior 
to permit selection from among a reasonable group of well-qualified candidates 
If such a group is not available, no further action toward filling the position nor- 
mally should be taken until a search for better qualified candidates is conducted 
through other AEC offices and outside sources When a reasonable number of 
well-qualified candidates is available, the vacancy will be filled in the manner 
outlined below. 


12. Selection of candidate for the position 

(a) When there are present employees who are well qualified for the position 
and the operating official and the personnel office agree that, based on recruitment 
experience, there is little likelihood that better qualified outside candidates ar 
available, comparison of the present employees with outside candidates need 
be made. Under these circumstances the operating official may select re best 
qualified present employee and the personnel office may initiate action to place 
him in the position. If these circumstances do not exist, selection will ve post 
poned until the best qualified outside candidates who are available for considera- 
tion have been identified and compared with any present employees who are also 
qualified. Outside candidates who are available for consideration in accordance 
with the Veterans Preference Act of 1944 will be identified in the manner outlined 
below. 

b) The personnel office, in consultation with the operating official and, where 
advisable, with advice and assistance from other specialists in the occupational 
field involved, will place outside candidates who meet the basie qualification 
requirements of the position into the following qualification categories: 

Category A, candidates whose qualifications for the position are outstanding. 

Category B, candidates whose qualifications exceed the basic requirements of 
the position, but are not outstanding. 

Category C, candidates whose qualifications meet, but do not exceed, the basic 
requirements of the position. 


The above groups of outside candidates will be listed by qualification category) 
on Form AEC-178: Candidate Evaluation Record, and the information regarding 
veteran status which is required to determine the order of their availability for 


consideration will be shown. 


13. Availability of ¢ mployees of other Federal agencies 


rm) 


(a) The preference to which veterans are entitled under the Veterans Prefer 
ence Act of 1944 applies to initial entrance of a peison into the Federal service 
and does not apply to transfers of employees from oné agency to another. A¢ 

‘ordingly, outside candidates who are currently employe d in or on furlough from 
perinanent positions i n other Federal agencies (i. e., persons with appointments 


not limited to a period of less than 1 year) are available for consideration solely 
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on the basis of qualifications, i. e., candidates in a higher qualification category 
will be available before candidates in a lower category, without regard to their 
veteran status. This applies to all such candidates, whether or not they have 
civil-service status in these permanent positions. 

(6) Similarly, former employees of other Federal agencies who are eligible for 
reinstatement in accordance with the Federal Personnel Manual (chap. Z—-1, pp 
245-246), will be eligible for consideration by AEC solely on the basis of qualifica- 
tions without regard to their veteran status. 

(c) None of the foregoing applies in filling vacant positions of ‘guard, elevator 
operator, messenger, and custodian.’’ Consideration of outside condidates for 
these positions will be limited to veterans as set forth below. 


14. Availability of other outside candidates. 


(a) In accordance with the Veterans’ Preference Act of 1944, the order of avail- 
ability of other outside candidates will be determined in accordance with the 
following principles: 

(1) For professional and scientific positions for which the entrance salary. is 
$3,000 per annum or more, candidates in a higher qualification category will be 
available for consideration before candidates in a lower category. Within each 
qualification category candidates will be available in the following order: (a) 
those with veterans’ disability preference; (b) those with nondisabled veterans’ 
preference: and (c) nonveterans. 

(2) For all other positions, candidates will be available in the above order with 
the following exceptions 

(a) Disabled veterans will be available for consideration before any other 
candidates regardless of qualification category. 

(b) Regardless of qualification category, nonveterans will not be available 
for positions of “guard, elevator operator, messenger and custodian’’! if 
there are any qualified candidates with veteran status. 

After the order of availability has been determined, the personnel office will refer 
to the operating official on Form AEC-179: Certificate of Availability, the best 
qualified available outside candidates from this group together with the best 
qualified present employees. The number of candidates made available on form 
AEC-179 will be sufficient to enable the operating official to make an adequate 
comparison except that nonveteran outside candidates may not be referred 
simultaneously with outside condidates entitled to veterans preference who must 
be considered ahead of the nonveterans in accordance with the above principles. 

(b) The operating official will compare the outside candidates who have been 
referred to him with present employees who are also qualified for the position and 
will select the person who in his judgment is best qualified for the position. 


15, Action to be taken after selection 

(a) If a present employee of the operations office in which the position is 
located has been selected, the operating official will indicate his selection on 
Form AEC-179 and return it to the personnel office.. The personnel office will 
initiate action placing him in the position by completing appropriate sections of 
the personnel action request form. A copy of Form AEC-178 will be attached to 
the personnel action request form as a record of the selection. If a present em- 
ployee of another operations office has been selected, the operating official will 
indicate his selection on Form AEKC-—179 and return it to the personnel office. 
The personnel office will make arrangements for his transfer with the personnel 
office in the operations office concerned and will complete the personnel action 
request form. <A copy of Form AEC-178 will be attached to the personnel action 
request form as a record of the selection. 

(b) If an outside candidate has been selected, the operating official will indicate 
his selection on Form AEC-~-179 and return it to the personnel office. A copy of 
the Form AEC-178 will be attached to the personnel action request form as a 
record of the selection. The proce dure for placing the candidate on the payroll 
will be in accordance with that set forth in Bulletin GM-—130, Processing Personnel 
Actions Following Selection of a ( ‘andidate. 


16. Status of selection at this point 

The selection made as a result of this process will be considered and treated as a 
tentative selection pending obtaining the appropriate security clearance. 

See ch. R2 of the Federal Personnel Manual for a guide as to which AEC positions correspond to “guard, 
‘levator operator, messenger, and custodian.’’ 
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17. Improvement in employment policies and procedures 


The Division of Organization and Personnel in Washington, in cooperation with 
personnel and operating officials in each operations office, will (a) review the con- 
tent and application of employment policies and procedures to assure that they 
adequately meet current program needs, to initiate revisions in policies and pro- 
cedures as required, and to help the general manager assure performAnce in 
accordance with established policies; (6) advise regarding the interpretation and 
application of employment policies; and (c) conduct and sponsor research and 
training to improve current employment methods and techniques 


CaRROLL L. WILson, 
General Manager. 


Aromic ENERGY Commission CaANpbIDATE EVALUATION RECORD 


form AEC-178 Evaluation Rec. No 
(9-49) 

Date prepared: Position No 

ee anc : P. A. Req. No. 

Division, Branch, Section Position Title, Grade, Salary 


Outside Candidate 


Present Emp. or Veteran Status 
Employees Former 


; unde 1 ’ 
Name of Candidate ; ome. Employee R ark 
ome? | Other Fed Disat Nor N 
Agencies = | Disab Vet 
i 2 3 4 5 6 
NOTE Present employees will not be categorized with respect to qualifications or veteran status Vet 
eran status of persons checked in column 3 will not be indicated 


Atomic ENERGY CoMMISSION CERTIFICATE OF AVAILABILITY 


Form AEC-179 Cert. No 
(9-49) Position No 
Date prepared: P. A. Req. No 
eae Evaluation Rec. No 


(Operating official) 


In accordance with your request, the following persons are certified as being 
qualified for the position described below and as being available for selection in 
accordance with the provisions of the Veterans Preference Act of 1944, 


Signature—Personnel Officer) 


Division, Branch, Section __- Position Title, Grade, Salary 


Outside Candidates 


Present Emp. or Veteran Status 
Name of Candidate ore c = I el , e 
ror Other Fe No No 
gory ther Fed Disab. | , I n 


Agencies 


1) 2) (3 (4 5 6 
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SELECTION 
To: Personnel Office. Date 


ued Sac : .....--- has (have) been selected for appointment to the 
Name(s 


above position(s). It is requested that necessary action be taken to appoint 
him (her) (them) to the above position(s) effective - 


Date 


(Signature of Operating Official) F 

Nore.— Present employees will not be categorized with respect to qualifications 
or veteran status. Veteran status of persons checked in column 3 will not be 
indicated. 

Mr. Dean. The test of selection is on merit. I think you will find 
throughout the project there has been no trace of politics. 

Senator Dworsnak. I hope that is true, becaue that is probably the 
way it should be. 

Senator ELLtenper. I assume you have not changed your method of 
employment since the new administration. 

Mr. Dean. No. 

Senator ELtenper. It has always been the same. 

Mr. Dean. Yes. 

PORTSMOUTH PLANT 


Senator Bricker. There are two things as you know in the Ports- 
mouth plant. First is the electrical energy contract. Is the wording 
in the bill satisfactory to the companies, and is that contract now 
finally worked out in detail? 

Senator SALTONSTALL, Senator, would you yield? 

Senator Bricker. Yes. 


AEC POWER CONTRACT HEARINGS 


Senator SaLronstaLL. Might I ask your question in this language. 
What was the disposition of the question, Mr. Dean, that you raised 
with us during the hearings on the first Independent Offices bill con- 
cerning the payment of cancellation costs on power contracts? I 
believe that you were to take this matter up with the joint committee. 
That is why I want to ask that question while Senator Hickenlooper 
and Senator Bricker are here. I-think that is the point. 

Senator Bricker. That is the question. It was taken up with our 
joint committee, and there were loose ends to be finished, and the 
wording of the bill was to be worked out satisfactorily to the company. 

Mr. Dean. At the informal suggestion of your committee, it was 
felt that it was more appropriate to have this problem taken care of 
by substantive legislation rather than as a rider in the appropriation 
bill. 

Senator SALTONSTALL. That is right, and we struck it out of the 
bill. 

Mr. Dean. We went to the chairman of the joint committee, 
Congressman Cole, who got in touch with Mr. Phillips of the Appro- 
priations Committee, and it was believed that the bill should be 
referred to the joint committee. It is still being considered by the 
joint committee. 

Mr. Boyer. Mr. Dean was absent when Dr. Smyth and I ap- 
peared before the joint committee a week or 10 days ago. The form 
that was discussed there was acceptable to us and the contractors 


SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 51 


because it uses the identical language that is in the supplemental 
act of last year, except that it removes the $57 million limitation on 
cancellation costs. The addition that Chairman Cole wanted to 
make is acceptable—that any cancellation payments should be given 
consideration in any future contracts for power from these com- 
panies. So the Chairman at that time asked that a letter be sent 
to the Federal Power Commission asking their opinion as to the 
fairness of the contract to the Government, and to the industry. Mz: 
Cole subsequently wrote such a letter. 


DISCUSSION WITH FEDERAL POWER COMMISSION 


We have talked with the Federal Power Commission and aided 
them in getting the information they need, furnished them copies of 
all the contracts, and I understand that their reply to the jomt 
committee will be made probably on Wednesday of this week. 

Senator Bricker. The reason I press the question is that it is 
essential that it get through this session, because they will not be 
able to go ahead after the first of August, which is the deadline. If 
it is not done there it must be done somewhere, perhaps in the ap- 
propriation bill as before. These companies are all at home, and 
they call me constantly as to the situation. 


AEC FUNDS FOR ACCESS ROADS 


Then the other is the use of some Atomic Energy funds for access 
roads. Have you taken that problem up? 

Senator SALTONSTALL. As far as I know, it has not. What is that 
problem? 

Mr. Dean. We have a very serious problem about getting sufficient 
money from some source for the necessary access roads, notably 
at the Portsmouth plant 

Mr. Boyer. The situation there is that we did not have any money 
in our appropriation to cover the access roads at Portsmouth. That 
was being taken care of there by the Bureau of Public Roads, and the 
State highway authority in Ohio. The Bureau of Public Roads, 
developed a program in cooperation with the highway engineers in 
the State of Ohio, and they have proceeded with some of that work 
now. As we understand it—and this was on the advice of the Direc- 
tor of the Bureau of Public Roads—they had money requested in 
their appropriation, but their appropriation had been reduced from 
a revised amount of $15 million down to $5.5 million. They advised 
us that in view of that, they did not believe that they could provide 
funds for the access roads at Portsmouth. There is a requirement 
of $9.8 million for access roads in Portsmouth to be supplied by the 
Bureau of Public Roads, and we are in the situation where they have 
informed us that they do not have the funds. 

Senator Bricker. I got this from our joint committee, a suggestion 
of language, if you have the money, and it is suggested here that you 
do, that you could make $9,800,000 available from funds now ap- 
propriated for the construction of the Portsmouth gaseous diffusion 
plant. However, in order to do this appropriate language would 
be needed in the Commission’s fiscal year 1954 appropriation under 
the heading of “Plant Equipment,” and this language is suggested: 
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Provided further, That the Atomic Energy Commission is hereby granted 
authority to transfer not exceeding $9,800,000 to the Bureau of Public Roads 
Department of Commerce, to provide for access roads in Pike County, Ohio. 

That is getting around the cut that was made in the Bureau of 
Public Roads from another source. 

Would that money be available if this Miia Nh were put in the 
Appropriation Act? 

Mr. Boyer. With a program that runs in the order of $1,200 
million, it is difficult to say that you are precise within $9 million. 

Senator Bricker. These are roads necessary for the program? 


IMPORTANCE OF ACCESS ROADS 


Mr. Boyer. The roads are extremely important to carry out the 
program, because you will have difficulty in recruiting labor, you 
will have difficulty in keeping them satisfied. You will have demands 
for travel time. I can visualize where it would be the cause of a 
substantial delay if those roads were not provided for. 

This program, as I mentioned, has been worked out by the people 
in Ohio, and certified by the Chief of Transportation of the Army 

Senator Bricker. This leaves them in the lurch unless something 
of this kind is done. 

Mr. Boyer. We do not know how to solve the problem. This 
language would be adequate. 

Senator SALTONSTALL. Does the Chair understand that the Atomic 
Energy Commission believes that there should be at least $15 million 
for roads? 

Mr. Boyer. No, sir. 

Senator SALTONSTALL. How much? 

Mr. Boyer. All we are saying is that we have been informed b: 
the Bureau of Public Roads that they would not have funds under 
their appropriation to take care ef the access roads, and they told 
us they needed $9.8 million to cover the Portsmouth program alone. 
They have some other demands for access roads. 

Senator SatronsTaLL. The State, Justice, and Commerce appro- 
priation bill is now in conference. No conference has been called 
on it to the best of my knowledge. I would think there are two ways 
we could do it. I think the conference committee could still take 
care of that problem if it was called to their attention, or if not, if it 
is part of the atomic energy program, we could put itin here. Perhaps 
it would be better to put it in here. 

Senator Bricker. Originally the request was reduced by the Bureau 
of the Budget, the Appropriations Committee of the House, and the 
Appropriations Committee of the Senate, so that the figure now 
stands at a total of $5% million, about half of what is required for the 
AEC program alone. 

Mr. Boyer. That is right. 


STATE COOPERATION IN PROGRAM 


Senator Bricker. The State is cooperating with the program. 
This money has been taken out both by the House and the Senate, 
and could not be replaced, I do not think, even if the conference 
desired to do so. It has been cut, as I understand, both in the Senate 
and the House to $5% million. 
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Mr. Boyer. That is right. 

Senator SALTONSTALL. You mean the access program for this 
purpose? 

Senator Bricker. Yes. 

Senator DworsHak. You build roads within the reservation? 

Mr. Boyer. Yes. 

Senator DworsHak. You have done that at Savannah and other 
places without State matching. 

Mr. Boyer. That is right. 

Senator DworsHak. You are talking about access roads outside of 
the installation. 

Mr. Boyer. That is right. 

Senator Bricker. The through roads are taken care of in the other 
program. This is for access roads. 


PORTSMOUTH-CHILLICOTHE ROAD 


Mr. Dean. The one bothering us here is the one running from 
Portsmouth to Chillicothe. 

Senator SaLTonsTALL. That is not included in your appropriation 
request? 

Mr. Dean. That is right. It is not. 

Senator Bricker. It would not mean any more money. It means 
utilization of money appropriated for this. It would mean language, 
the language which I have already read into the record. My question 
was whether that was vague and whether or not it would be desirable 
to do so if available. 

Senator SALTONSTALL. And the answer is “‘ Yes.”’ 

Senator Bricker. Yes in both places. 

Senator DworsHak. Has the AEC received any access road funds 
from the Bureau of Public Roads? 

Mr. Boyer. There have been funds of the Bureau of Public Roads 
expended for access roads to our activities. 

Senator DworsHak. Yes. 

Mr. Dean. Except for one road adjacent to Los Alamos, we have 
not used any of our funds for access road construction, since such 
funds were appropriated to the Bureau of Public Roads. 

Senator DworsHak. In Idaho we have been in constant contro- 
versy over the failure of the Bureau of Public Roads to provide any 
funds in addition to regular Federal aid road funds to build access 
roads to your plant. They have refused to do it. 

Senator SaALronsTALL. Is it not better to leave it at the present 
time that in connection with the language amendment which we will 
discuss in due course that this be submitted by the Commission as a 
language amendment? 

Mr. Dean. We will support that language. It would give us the 
flexibility we need. 

Senator Bricker. I might leave this report from our committee 
with you so that vou will have the language suggested here which 
the chairman says is satisfactory to the Commission. 

Senator SatronstaLu. We will see that is covered. 

Now, Mr. Dean, I have a number of questions here I would like to 
ask you for the record. I think we can complete this hearing this 
morning if perhaps you answer these questions reasonably briefly but 
as accurately as you can. 
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RESULT OF ENIWETOK TEST 


Please discuss the overall effect on your operating and construc- 


tion program as a result of weapon tests at Eniwetok last fall, and in 
Nevada since—in other words, have these tests materially changed 
your construction or operating program? 

Mr. Dean. The tests themselves have not maetrially changed the 
overall program. They have somewhat changed the operating pro- 
grams, notably a step-up at the weapons laboratories. They have 
emphasized the importance of keeping up an intelligent test program, 
because the payoffs of these test programs have been very, very sub- 
stantial. In those respects they have a profound effect. In explained 
in executive session what some of those were. 

Senator SALTONSTALL. This is a question we discussed in my office. 
The House cut your working funds approximately $32 million. I now 
understand you find you will need to have restored approximately $19 
million. This morning it was my understanding that you did not ask 
for any restoration or change in funds. Which is the correct answer’ 

Mr. Dean. The latter is correct. We thought this problem over 
the other day, and we felt that we would have to ask for the additional 
$19 million in the way of a restoration because we are bound under 
contracts with the duPont Co. and General Electric to set up pro- 
visions which would indemnify them against great losses in the event 
of catastrophes. However, the Commission is quite willing to try by 
negotiation, although we cannot do it without the permission of 
these companies, to induce them to decrease these sums. If we find 
that we cannot do it by negotiation, then we will have to come back 
to the Congress. But we have not asked today for the restoration 
of that $19 million. We will do our best under it. 


POSTPONEMENT OF AIRCRAFT REACTOR WORK 


Senator SALTONSTALL. | understand from what I have read that 
you have postponed work upon an aircraft reactor and a reactor for 
a naval aircraft carrier. Will you please tell us what the situation is 
with regard to these as well as the power for the submarine which is 
now under construction at New London, Conn.? 

Mr. Dean. On the aircraft reactor, this is a long-term, rather 
expensive project, which runs over a period of years. Originally 
the military goal was to have an aircraft flying test bed, the propulsion 
system for which was a reactor, in the air by a certain time. Recent 
reviews of this in the Department of Defense have indicated that they 
do not regard this as an important military goal. They do, however, 
want the program to go on. So it will mean a rescoping of the aircraft 
reactor with some delay and is probably not a bad thing, because it 
will really call for very intensive reactor development work without 
the emphasis on getting something in the air by an arbitrary date. 

So far as the aircraft carrier reactor is concerned, the Department 
of Defense withdrew its military requirement, and the National 
Security Council supported that. The Commission, however, re- 
quested the National Security Council to permit it to come back with 
a rescoped program which would permit us to build a light water- 
pressurized reactor which could be adaptable either for large ships 
or for commercial power. This has been approved by the National 
Security Council and we have such a program. 
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HOUSE RIDER REGARDING AIRCRAFT REACTOR 


The House committee felt that perhaps we were not going fast 
enough on that and inserted a line item so we might commence 
construction of this in 1954, and we welcome this rider which the 
House placed in the bill. 


ATOMIC SUBMARINE 


Senator SALTONSTALL. How about the submarine at New London? 

Mr. Dean. There are two land-based approached to the submarine 
One of them is at Arco. It is coming up very fast, and everything 
looks fine. We expect the submarine in the water sometime next 
summer. 

The second one is coming along a little slower. It is an entirely 
different approach. There is money in these budgets for the com- 
pletion of both of them. It does not involve the commencement of 
any new construction. 

Senator Satronstauu. I understand that several electric companies 
are interested in permitting private industry to develop atomic power 
for the operation of private utilities. What is your comment on that? 

Mr. Dean. These groups, and there are four large groups, have had 
some of their top people cleared so that they might have access to our 
reactor program. They have been studying reactor designs in our 
laboratories at Argonne, at Westinghouse, at Schenectady, and Oak 
Ridge, for a period of a year and a half. They have come through, 
all of them, with proposals to continue the study, supplying some of 
their own money. The interest has developed to the place where the 
Commission felt it necessary to come out with a power policy state- 
ment—saying what we believed should be our attitude toward indus- 
trial groups that would eventually come in with their own money and 
construct and operate reactors. We have explored this power-policy 
statement with the Joint Committee on Atomic Energy, and we have 
made suggestions as to how the law should be changed so as to accom- 
modate private industry when it comes in. 

Senator SaLronsTaLL. That matter is now under discussion with 
the joint committee? 

Mr. Dran. It has been for some time, and I think they plan to 
have open hearings on it this week. 

Senator SALTONSTALL. Would you care to comment on that, Senator 
Bricker? 

Senator Bricker. No; except that we have gone into it very 
extensively, both from the point of view of the Commission, and armed 
services, and also heard the witnesses from private industry. What 
the attitude of the committee is I do not know. We have a very 
extensive record and we are exploring it. I doubt if we will get to that 
during this session of Congress, but we have laid a foundation for a 
possible amendment to the bill in the coming session of Congress. 


BIOLOGY AND MEDICINE PROGRAM 


Senator SattronstaLL. Thank you. In your biology and medicine 
program, what is the general status of this program with particular 
relation to the cancer research hospitals which you operate in connec- 








56 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


tion with the program? You went into the cancer question a little 
this morning. I do not know that there is any more to say. 

Mr. Dean. I think that is all on the record, Senator, and probably 
answers your question. 

Senator SauronstaLu. I think so, too. You have outpatient 
clinics, I am informed, in Nagasaki and Hiroshima. How many 
people are employed there, and what are you finding out as a result 
of the bomb drops in those cities with relation to the health of the 
people who are still surviving 8 years later? Could you give a brief 
statement on that, or if you are not prepared, put it in the record. 

Mr. Dean. I do not have the exact number of people, but I can 
give you an approximation. We do have somewhat in excess of $1 
million in our budget for the operation of the Atom Bomb Casualty 
Commission. This is the only place where you can actually study the 
effects of atomic disaster on human beings. The program over there 
is a rather challenging one, particularly in the field of genetics and the 
study of such things as cataracts and so forth. We have a ‘‘controel’’ 
population, and we measure the reaction of thermal and radiation 
effects on the people who have been exposed, as against those who have 
not been in the control group. 

Senator SatronstaLu. Is Dr. Shields Warren in charge of that 
program? 

Mr. Dean. He was very close to it when he was head of the Division 
of Biology and Medicine, and has followed it very carefully since, 
because he is still on the Advisory Committee. 

Senator SatronstaLu. That program in your opinion is valuable 
for determining the effects and how to cure the effects? 

Mr. Dean. Partic ularly as a long-term thing because I think this 
is the only place where you are going to get practical genetic experi- 
ence. 

HIROSHIMA DEATHS 


Senator SALTONSTALL. Have you any idea in figures of the number 
of Japanese who were hit or affected and people who are living today? 

Mr. Dean. The figure as I recall at Hiroshima in deaths was some- 
thing like 135,000. 

Senator SatronsTaLL. What I meant was people who survived 
the blast, approximately how many are processed in this study? 

Dr. Bucuer. The total in the Hiroshima study amount to about 
50,000. 

Senator SALTONsTALL. How many of those have died since the 
bomb explosion? 

Dr. Bucuer. I cannot tell you offhand. I would have to get the 
figures. 

Senator SALTONSTALL. Could you, Mr. Dean, for the record, supply 
the answers to those questions, and any corollary information that 
you think would be helpful? 

Mr. Dean. Yes. 

(The information referred to follows:) 


STATEMENT ON THE Atomic Bomsp CaAsuALTY COMMISSION 


The first atomic bomb was detonated over Hiroshima on August 6, 1945. 
Three days later a second such bomb was delivered over Nagasaki. The loss 
of life was staggering. The official estimate placed the deaths at 125,000 but 
the unofficial tally greatly exceeds this figure. In contrast to the heavy high ex- 
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plosive bombing of cities such as Tokyo which ultimately produced nearly equiva- 


lent destruction, the cities of Hiroshima and Nagasaki ceased to exist as function- 
ing entities. 

As soon as possible after the surrender, American medical officers entered the 
area. Most of these officers are still associated with the AEC program in one 
capacity or another. It was apparent to this group as well as to the Japanese 
that there was great need for a long-term study of atomic weapons on popula- 
tions. It was realized by this group that such studies would be vitally important 
to the new era of atomic energy in which mankind would by choice and necessity 
live in close association with radioactive materials employed in industry, power 
production, and medicine. 

As a result of the initiative of this group, Secretary of the Navy Forrestal 
recommended and President Truman directed on November 26, 1946 that a re- 
search organization for the study of the human results of the bombing be ini- 
tiated under the National Research Council of the National Academy of Science, 
to be supported by various interested Government agencies. Subsequently 
it was decided by the Bureau of the Budget that in the interest of administrative 
simplicity, and because of its particular concern with radiation effects, the pro- 
gram would be wholly supported by the Atomic Energy Commission. 

The program assigned to the ABCC is one of accurate determination of the 
effects of the bombing on the individuals exposed, i. e., the immediate effects 
as well as the long range and genetic effects. 

It is estimated that there were 96,000 survivors in Hiroshima and 89,000 in 
Nagasaki, not counting those who were alive immediately after the atomic ex- 
plosions but died in the next few days, weeks and months from the immediate 
or short term effects of the bombings. Some 31,000 of the Hiroshima survivors 
and 8,000 of the Nagasaki group were within 2,000 meters of ground zero and 
were liable to slight to severe radiation exposure. Of these groups totaling 
39,000, approximately 36,000 are living today. In other words less than 10 
percent have died in the nearly 8 years that have passed since their exposures. 
Deaths among survivors have been only slightly higher than deaths among a 
control population not exposed to the effects of the bomb 

On the basis of the studies which have been carried on by the ABCC since 
its inception, which has included thousands of examinations of the survivors 
certain tentative conclusions may be drawn: 

1. A highly significant increased incidence of leukemia in those exposed to 
radiation at distances of less than 2,000 meters from ground zero as compared 
with survivors exposed beyond 2,000 meters has been observed Che death rate 
from leukemia in the first group has been found to be more than 10 times that 
in the latter group. 

2. Of the nearly 100 cases where cataracts of the eye have been observed, only 
two have been so severe as to require surgery. It is very important to learn 
whether or not these “early”’ cataracts will progress, remain stationary, or regress 
Indications now are that eventually some may regress significantly while others 
may grow more severe. 

3. Up to date over 70,000 babies have been studied, and it has been found that 
detectable abnormalities of a genetic character have appeared in 1.18 percent 
of the offspring of parents from the control population, while among offspring 
of parents who showed evidences of radiation injury the corresponding figure is 
1.40 percent. 

4. The children who were exposed have shown a slight but definite retardation 
in the development of their skeletal structure. 

5. The birthrate among the surviving exposed population is essentially the 
same as among the unexposed population. 

Since the signing of the peace treaty with Japan, and as an indication of its 
fundamental interest in the ultimate value of this program, the Japanese Gov- 
ernment has made extensive contributions to the stability and effectiveness of 
the project. Likewise the Department of Defense and Department of State 
through their representatives in Japan have made appreciable contributions to 
the suecess of the operation. 

Whereas early in 1951 the ABCC employed in Japan 139 Allied personnel and 
918 Japanese, the present personnel roster reflects a concerted effort to streamline 
the program and to utilize Japanese personnel wherever possible. The figures on 
December 31, 1952, were 69 non-Japanese personnel and 791 Japanese. At 
present, there are only 65 Americans on the staff. 

As studies progress to a definitive state they are being published in the United 
States and Japan on a wholly unclassified basis. In addition, the Atomic Energy 
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Commission receives through the National Academy of Science, regular reports 
on the status and progress of both scientific and business matters. 
\s a result of the industry of the staff of the ABCC, and the complete and 


wholebearted cooperatiol of the survivors themselves, commendable progress 
has been made; however, the study is still essentially of a long-range nature and 
scientific conclusions can be drawn only on the basis of further statistical findings 
and continued study In order to realize the proper return on the considerable 
investment which has been made t. date, and in c*der not to lose the priceless 


advantage of studies on the only human population ever exposed to atomic 
bombing, it appears necessary and desirable to continue the studies for some time 
to come. 


ATOMIC BOMB CASUALTY COMMISSION 


Senator Bricker. Has there been any formal report of this par- 
ticular research program? 

Dr. BuGuer. Yes, through the National Academy of Sciences; 
also various papers are appearing in the medical literature as the 
individual studies come to a definitive end. 


COMMUNITY PROGRAM 


Senator SALTONSTALL. Here is a question that has always interested 
the Senate. Community program. How many towns does it include, 
what is the status of each of the towns, and what is the present cost 
of operation to the Government in each case? 

Mr. DEAN. We operate three separate towns, Oak Ridge, Richland, 
Wash. and Los Alamos. Those are the only communities which 
are entirely federally owned. The population of Richland is 28,500, 
Oak Ridge 34,500 and Los Alamos, approximately 14,000. As you 
know in connection with these, we have to operate the entire com- 
munity, build the houses, provide the streets, and operate the entire 
show. 

After we make our collections of rents at Richland, and such other 
income as We estimate, it will require an appropriation of $250,000 fo 
fiscal 1954. ‘That is our estimate 

Oak Ridge is still in the red by about $1,687,000. 

Senator SALTONSTALL. That is for the whole cost of operation? 

Mr. Dean. No, this is the estimated net cost for fiscal 1954, that is, 
this is our best estimate as to the total cost of the town, less the 
receipts which we will get from rent and other means. 

Senator SALTONSTALL. Is that operated under contract by a private 
group? 

ZIA CONSTRUCTION CO. CONTRACT 


Mr. Dean. The maintenance of the village itself at Los Alamos is 
taken care of by the Zia Construction Co., with an operating contract. 
In the case of Richland, our prime contractor has the arrangement 
there, that is, the General Electric Co. In the case of Oak Ridge, the 
Management Services, Inc., a separately and recently organized group, 
runs the municipality. 

Senator SatronstaL. What is the compensation of the private 
concerns? There was a great deal of discussion about that, you will 
recall. 

Mr. Dean. There was. The Zia annual contract comes to about 
$90,000, and that was a limitation placed by the House 2 or 3 years ago. 

Senator SattronsTauLu. That is still in the bill. 
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Mr. Dean. And Management Services gets no fee whatsoever. We 
simply pay the salaries of the people that they actually utilize down 
there to run the community. There is no fee to the General Electri 
Co. for operating the town itself. 

Senator SALronstaLu. The problem of paying out fees for operating 
towns is eliminated to all intents and purposes 

Mr. Dean. Yes. 

Senator SALTONSTALL. You have had discussions on permitting pri- 
vate ownership of those houses, et cetera, have you not? 


PROPOSED LEGISLATION REGARDING DISPOSITION OF TOWNS 


Mr. Dean. We have. We proposed legislation to the Bureau of 
the Budget covering disposition of the towns of Oak Ridge and Rich- 
land. We have not attempted to do this in the case of Los Alamos 

Senator SALTONSTALL. That is still pending? 

Mr. Dean. Yes. There are many problems involved: Incorpora- 
tion, tax bases, and so forth. 

Senator SALToNsTALL. As one Member of the Senate, I think that 
is a problem that ought to be discussed with a great deal of care before 
it is turned over to private ownership for the reasons that it would 
limit vour housing for the operating people as the personnel turnover 

Mr. Dean. That is quite true Basically these towns are really 
there for only one purpose, to take care of the people who run the 
plants. It is a question of how much freedom you can give to the 
operation of the towns and still cet the needed service tor the people 
who live in them. 


COST OF SECURITY INVESTIGATIONS 


Senator SALTONSTALL. Now, changing to another subject, I notice 
the House report particularly spoke of the cost of your securit In 
vestigations. What is the annual cost and how are they conducted 
I note the cost for investigating done by the FBI will inerease fron 
approximately $150 to $205 and if done by the civil service, increase 
from $164 to $195. Why is the increase? Is that a question of 
expense in those departments? 

Mr. Dean. Yes; and one over which we have no control. Thi 
is the best estimate as we cet it from them as to what it would cost 
per investigation. 

Senator SALTONSTALL. There are I believe approximately 220) 
nuclear scientists graduating from our institutions of learning each 
vear of which only 20 receive scholarships from the National Sci 
Foundation. The first part of my question is, How many of the 
balance receive schooling at the expense of the Government through 
the funds appropriated to your Commission? 

Mr. Dean. After this year, none will. Ask Mr. Boyer mentioned 
earlier in the hearing, we do not carry any of the fellowship program 
into fiscal 1954. There is an indirect assist from the Commission, 
however. In institutions where we have research contracts in nucleat 
physics, there are about 450 graduate students or men working for 
their graduate degree who are also working part time on the AEC 
research project and therefore, receive some indirect assistance from 
the Commission. About one-third of these students receive the Ph. D. 
degree each year, 


) 
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SOVIET EDUCATION OF NUCLEAR PHYSICISTS 


Senator SavronstTaLy. Could you tell us very briefly what is being 
done in other countries, particularly in Russia in educating nucleat 
physicists? 

Mr. Dean. Russia has given every inducement to her physicist 
her chemists, and her metallurgists and they are the sciences which 
contribute most to an atomic energy program. She has given bonuses 
she has a very large training program. Malenkov made a statement 
not so long ago giving the number of institutions devoted to training 
of scientific and engmeering personnel, and it has increased substan 
tially over a period of about 10 years. I believe the increase ji 
something like 40 percent in the number of institutions. The nurmbe 
of persons who get the equivalent of an engineering degree in the 
U. 5. 5. R. is larger each year than in the United States 

Senator SALTONSTALL. Are we doing all we should? 

Mr. Dean. This is always hard to know. If the National Science 
Foundation picks up some of these physicists, | think that is on 
way to approach it. Its funds have not been adequate really to 
start a program of this kind. I would like Dr. Smyth to comment on 
this He follows it quite closely 

Dr. Smyru. | think actually the whole problem of education in 


this country is very serious, and particularly in the private univer 
sities, with the question of how they are going to maintain the kind 
of standards they have maintained 1 think this is only one aspect 
of it 


NATIONAL SCIENC!I FOUNDATION FUND 


Senator SALTONSTALL. How much do you think, Professor Smyth, 
the National Science Foundation should be increased in dollar 
That is a constant annual problem, confining that to nuclear physi 

Dr. Smyvu. I cannot rive you the figures in dollars l could 
probably get you one. I think the fellowship program, particular! 
the undergraduate scholarship program, might be increased very 
significantly. 

Senator SALTONSTALL. Then you feel that 20 student in tl 


National Science Foundation in nuclear physics is not enough? 
Dr. Smyru. I| think it is not sufficient, but 1 am not sure that you 


will get more by increasing at that point. I think you have to g 
further back to increase it 

Senator SALTONSTALL. Mr. Dean, you have contracts with th: 
Union Carbide and the General Electric and various other corporations 
for construction and management. Do these companies make any 


) 


money on these contracts, other than their out-of-pocket expenses? 
UNION CARBIDE CORP. CONTRACT 


Mr. Dean. In the case of Union Carbide, that is the only one 
where you have a case of a principal prime operating contractor with 
a fee. 

Senator SALTONSTALL. What is the fee? 

Mr. Boyer. $2,294,000 for 1953 on a gross operating program of 
about $113 million. That is about 2.0 pecent. 

Senator SALTonsTALL. Is that the only company that has ans 


fee? 


‘ 


fixed 
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Mr. Dean. Of the major contractors, yes, sir. General Electric 
for example does not have one. Du Pont does not have a fee 

Mr. Borer. You are talking about the operating contractors now 
sir 

Senator SALTONSTALL. Yes, the companies that operate your b 
plants. The prime contractors 

Mr. Boyer. As Mr. Dean ran through it, we have General Eleectri 
which gets no fee today, DuPont, which gets no fee, the Carbide Corp 
does get a fee, and we are negotiating a fee with Goodyear. Sandia 
gets no fee. Bendix does get a fee In the large operations, a litth 
less than half of them get a fee 

Senator SALTONSTALL. What is the maximum fee that anyone get 

Mr. Boyer. You mean percentagewise? 

Senator SALTONSTALL. Yes 

Mr Boyt R We do not work on a percentage fee basis, sit Wi 
negotiate a fee 

Senator SALTONSTALL. You negotiate on a flat-fee basis? 

Mr. Boyer. We negotiate a flat fee, and then that is fixed for a 
period of time. For example, some of these contracts run 5 veat 
and some of them less 


COMPANY OPERATING FEES 


Senator SALTONSTALL. Without breaking security, could you fur- 
nish for the record the prime contractors that are operating with a 
fee and without a fee and where they are getting a fee, the amount 
of the fee? 

Mr. Boyer. We can do that, sir. Last year there was introduced 
in the House a report on fees for the contractors The reason | 
mention this is that it does take quite a lot of clerical work 

Senator SALTONSTALL. I do not want to ask you for unnecessary 
clerical work, What I would like is to have your assurance that on 
an operating basis there is no fee, we will say, in excess of 2 or 3 
percent, or whatever the top fee is 

Mr. Dean. Bendix gets about 2.5 percent. 

Senator SaALTonsTaALL. What company is that? 

Mr. Dean. That is the Bendix Corp., operating the plant at 
Kansas City. 

Senator SALTONSTALL. On an operating fee basis, the highest fee 
is 2.5 running down to nothing? 

Mr. Boysrr. I do not want to leave the feeling that we have any 
fees that are percentage fees. 

Senator SaLTONsTALL. | understand that. I do not know how else 
to describe it. 

Mr. Dean. This is the result as expressed in a percentage. 

Senator SaLTonsTaALL. Have you anything more to say on that 
Mr. Boyer? 

Mr. Boyer. Yes. I have been corrected. We have the Monsanto 
contract which is a smaller contract, with the percentage running to 
6 percent. 

Senator SALTONSTALL. It is a fair statement to say that all the fees 
are worked on a flat-fee basis but on a percentage of operating cost 
there is no fee that is higher than a 6-percent fee? 
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Mr. Boyer. On the overall, that is correct. On operating costs, 
for 1953, ranging from $113 million down to $5 million, under our 
major prime operating contracts, the fees run from 6.1 percent down 
to no fee. 

Senator SALTONSTALL. This perhaps comes down to a little local 
State matter where we have had a tornado and I had the opportunity 
to look into the question. I read a while ago that your Commission 
had to pay a sizable sum to a contractor for house trailers that were to 
be used at Savannah, but were not used. 


HOUSE TRAILERS 


Mr. Boyer. The trailer situation at Savannah River worked out 
quite well. There were 4,000 trailers provided down there, and these 
trailers were provided by competitive bidding. One problem that 


arose was that we figured the rent at, 1 think, $82 per month, Rent 
control came in and prevented us from going that high so we had to 
make up about $22 a trailer. We did have to bear that expense. 


These trailers were occupied fully, I believe, for about 11 months, 
and now with the decrease in employment, there are some vacancies, 
and we are, of course, canceling out the contract. It is our opinion 
as we analyze the situation that we carried out this operation at a lower 
cost to the Government by going this route than we would have if we 
had purchased the trailers and provided the management and opera- 
tion by an operating contractor. 

Senator SALTONSTALL. What it amounted to is that you hired 
these trailers, and you hired them at a price that was $22 a month 
more than what you could get in rent from the people who lived in 
them. 

Mr. Boyer. This was a bid proposition. We guaranteed 90- 
percent occupancy, and a rental of $82.50 per trailer. 

Senator SaLronstTaLL. Per trailer per month. 

Mr. Boyer. Per month, that is right. 

Mr. Dean. We made that guaranty to a contractor, however, who 
on an advertised bid basis took over the whole problem of operating 
the trailers, purchasing them, taking care of the grounds, and so forth. 

Senator SALTONSTALL. So you had a 90-percent occupancy and 
on that you had a certain loss. 

Mr. Boyer. A certain rental that we guaranteed. When the rent 
rollback came along, and the operator could only get $60 per trailer 
because of the rental limitation, we had to make up the difference. 

Senator SALTonstTaLL. We have the problem in Worcester, Mass., 
where they are looking for trailers now. May I have your assurance 
as a Massachusetts Senator of your cooperating in every way? 

Mr. Zuckerr. I was in Savannah River last week, Senator, and 
they are doing everything possible to cooperate with you. The diffi- 
culty with the trailers is that they have no undercarriage, which 
makes a severe transportation problem, and might make it uneco- 
nomical from the standpoint of the city. We are going to try to do 
everything we can 

Senator SALTONSTALL. Thank you. 

Senator Bricker. These trailers at no time have had title in the 
(‘ommission 

Mr. Dean. That is right. 
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Senator Bricker. You would only have persuasive power to get 
them utilized at Portsmouth as well as in Massachusetts. There is 
no way the Commission could control their transfe r from one plant 
to another. 

Mr, Boyer. That is right 


Mr. Zuckerr. Except that we could approve the method of disposal. 
} Pp] | 
SALVAGE CREDIT FROM SALE OF TRAILERS 


has been pointed out to me, Mr. Boyer, 
1e Commission, if these trailers are sold, 


Senator SALTONSTALL. | 
and is this correct, that 1 
receives the money? 

Mr. Boyer. The money goes LO the Commission as salvage ( redit 
against the cost of operation. 

Senator SaALTonstTatu. Then these trailers were put down there by 
this company and hired at such a price that they would be wiped off 
from the point of view of being through with them. 

Mr. Boyer. It was a 5l-month term. We recognized we could not 
have full occupancy for that period of time. 

Senator SALTONSTALL. So you have an interest in getting them up 
to Worcester or Ohio or any other place 

Mr. Boyer. Our business interest is to see that we get the highest 
salvage value possible. 


PURCHASE OF AUTOMOBILES 


Senator SALTONSTALL. I understand you have a statement to make 
regarding the purchase of motor vehicles which was completely denied 
by the House. Mr. Dean, let me ask you, when you and I discussed 
this budget, I told you that we had struck out from the Senate bill for 
the purposes of taking into conference all the automobil purchases 
and replacements and so on. Would such action on our part in this 
bill be satisfactory to vou to work out in conference, as to how that 
language should be put in? 

Mr. Dean. Yes, sir. 

Senator SALTONSTALL. What do you want? You want replace- 
ment? 

Mr. Dean. Originally we had asked in our revised budget for son 
thing of the order of 526 automobiles, of which something like 42 
were to be replacements. The lang lage in the Hou ( ill fives us ho 
authority to purchase any, either for replacement or otherwise. So 
it means that we would have to simply rent cars or do without. 

In the House committee, Mr. Phillips, the chairman of the sub- 
committee, suggested that probably a large number of cars might 
accumulate with the close-up of some agencies, and we should go first 
to that pool. Of course this is fine with us, and we would want to do 
that sort of thing. How many will be available in such a pool, I do 
not think anybody knows. 

Senator SALTONSTALL. You are perfectly willing to go? 

Mr. Dean. Yes; and would go there first to get our cars. There 
are two ways to doit. One would be to write language that requires 
us to go first to the pool before we buy, and the other would be to try 
to live with it, get as many out of the pool as we can, and if we are 
really hurt, come back. I think we are willing to try the latter, 


' 
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Senator SALToNsTALL. Would you be willing to try to work out 
language along those lines that we could submit as an amendment? 

Mr. Dean. We would be happy to do that. 

(The information referred to follows:) 


Unitep States Atomic ENERGY COMMISSION, 
Washington 25, D. C., June 25, 1953. 
Hon. Leverett SALTONSTALL, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, United States Senate. 


Dear SENATOR SALTONSTALL: In response to the request made by your commit* 
tee in the course of hearings on June 22, we are transmitting herewith proposed 
language amendments to the Second Independent Offices Appropriation Act, 1954 

The first of these proposed amendments would provide for the insertion of the 
following language on page 4, line 2, of the House approved Act after the word 
“aircraft’”’: 

“Purchase of 526 passenger-carrying motor vehicles (of which 426 shall be for 
replacement) in the event adequate vehicles cannot be obtained by transfer 
from other departments or agencies;”’ 

The addition of this language would provide the Commission with the authority 
to purchase passenger-carrying motor vehicles only after determination was made 
that such vehicles cannot be obtained by transfer from other departments or 
agencies of the Government under the provisions of the proposal made by the 
House Appropriations Committee, whereby the needs of departments and agencies 
requiring vehicles should be met by the transfer of vehicles from agencies in the 
process of liquidation or reduction It is our understanding that, in aecordanc: 
with the request in the House report that the Bureau of the Budget and the Gen- 
eral Services Administration survey the possibility of meeting the needs of Go 
ernment agencies for vehicles by transfer, the Bureau of the Budget is present! 
preparing instructions to effectuate the House proposal As indicated in our 
testimony before your committee, we are agreeable to the obtaining of vehicl 
to meet our needs in such a manner. ‘To the extent, how r, that the Commis- 
sion’s requirements for these passenger-carrying vehicles, which include, in addi 
tion to automobiles, busses and 
transfer, the suggested language would give us authority to purchase the necessar 
vehicles. 

The second of these amendments would modify the language of the prov 
starting on page 4, line 18, of the House Act and concluding on page 5, line 6 
This proviso with our proposed amendment underscored, reads as follows 








ambulances, could not be made by interagen 


“Provided further, That no part of the foregoing appropriation shall be 
available for the construction of any office building, residence, warehous« 


sliilar structure, utility or other specific portion or unit 


funds are available at the start of such conatruction to meet the curren ly 
estimated cost for the completion of such building, utility, or other specific 
portion or unit of such project. ‘The foregoing proviso shall not be construe 
to prevent the purchase of land for any project, the construction of any 
new building or procurement of any machinery, equipment or materials 
therefor, nor any utility nor any portion or unit of a specific project if the 
funds are available to pay the cost of such land, the cost of such building 
machinery, equipment or materials or the cost of such utility or the cost of 
any such specific portion or unit of such project:”’ 


ot project ] 


j 


We have proceeded on the various portions of our program for the expansior 
of our production facilities only after assuring ourselves that the current estimate 
of total cost at the start of such project were within the funds appropriated to the 


Commission. In connection with those projects, there had been included i: 
the estimated cost presented to the Congress contingent amounts to cover iten 
unforeseen at the time of preparing the estimates. Since these projects would 


take from 2 to 3 years to complete, it was impossible to predict all of the various 
contingencies which might arise during this construction period, such as wage 
and materials increases, work stoppages, or other considerations which might 
give rise to increases in costs. As indicated in our justification and our testimony 
before your committee, the revised estimates for the fiscal year 1954 effect the 
rescission of these contingent amounts from cost estimates for each of our expan- 
sion programs at Oak Ridge, Paducah, Portsmoutn, and Hanford, and the amounts 
withdrawn are applied as a reduction to the 1954 appropriation request, 
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We started these projects only after determining that the estimated cost for 
each of these facilities was within the amount appropriated. Now that thes 
contingent amounts have been withdrawn, we ean no longer give the same 
assurance. Similarly, in connection with our new projects for the fiseal year 1954 
while not of the same magnitude as those provided in the 1953 appropriation, we 
will make every effort to determine prior to starting such projects that the cost 
will be within the funds available to the Commission. Once having started, 
however, and as the projects progressed, new considerations affecting the cost of 
such projects, such as increased cost of wages and materials, possible work stop 
pages, and even advances in technology may affect the ultimate or completion 
costs for such facilities. It is for these reasons that we feel this proviso should 
be clarified so as to remove any doubt as to the Commission’s authority to com 
plete projects, the cost estimates for which at the time of their start were within 
funds available to the commission. 

In addition to these, there are also the two language amendments which the 
Commission forwarded to you in our letter of June 19. One of these amendments 
related to the present language prohibiting the start of a construction project 
unless such project was shown in the current budget. Our amendment would 
exempt improvements, alterations, and extensions to existing technical and 
production facilities, provided that they did not involve the construction of a 
new building costing in excess of $100,000 A reading of the testimony before 
your committee indicates that there may have been some confusion in our testi- 
mony in answer to questions raised bv members of vour committee between the 
two construction provisos, namely, the proviso requiring funds be available to 
complete construction and the proviso prohibiting the start of constructior 
unless the project is included in the budget As an example, Senator Dirksen 
proposed that the prohibition on the start of a construction project not in the 


budget might be amended by providing diseretion to the Director of the Bureau 
Tt 


of the Budget to authorize such projects up to a certain limit of funds, It i 
obvious in the testimony that my reply to Senator Dirks« and the general 
discussion which followed was related to the “funds to complete’’ rider. Whil 
Senator Dirksen’s proposal has much merit and would give to the Commissiot 


program the added flexibility which is desirable, we feel that the inclusion 
exemption shown as amendment No. | in the attachment to our letter of June 19 
would afford a reasonable measure of relief from the present stringent restrictions 
of the bill. 

The other amendment which we had previously proposed to your committe: 
and which was discussed quite thoroughly in the course of our hearings related 
to the transfer provision between the two appropriations of the Commissio1 
It should be pointed out that this provision was contained in the appropriatior 
to the Atomic Energy Commission for the fiscal year 1953 and we are simply 
asking its continuance. 

We hope that your committee will give serious consideration to the adoption 
of these amendments. 

Sincerely yours, 


of tl 


GORDON DEAN, Chairmar 
1954 POWER NEEDS 


Senator SALTONSTALL. There are just two questions more that | 
had in mind to ask. What are your power needs in fiscal 1954, and 
future years, and how much of this will be met by TVA, and how 
much by other means? ‘That is a pretty big question 

Mr. Boyer. That is right. I presume you are referring to the 
gaseous diffusion program? 

Senator SALTONSTALL. Yes. 

Mr. Boyer. We have arranged contracts with the TVA to supply 
all of the power at Oak Ridge except for approximately 200,000 
kilowatts that we generate with our own facilities. That will call for 
1,700,000 kilowatts. 

At Paducah, TVA will supply 1,235,000 kilowatts, I believe, and 


Electric Energy, Inc., will supply about 735,000 installed capacity 
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At Portsmouth, the Ohio Valley Electric Co. will supply 1,800,000 
installed kilowatt capacity to take care of our requirements. In 1954, 
we estimate that we will require about 18 billion kilowatt-hours, and 
in 1955, I think roughly 33 billion kilowatt-hours, and that gets up 
to something of the order of 47 billion kilowatt-hours of electric ity 
in 1956, when we are essentially at steady conditions. So the TVA 
will be supplying something of the order of 65 percent currently, and 
then it gets down to about 52 percent that they will supply when we 
are at a steady state. 

There is a problem of the interim power, and all of these participat- 
ing companies supply interim power during the time that their own 
facilities are not ready. That permits us to get these plants in oper- 
ation before the powerplants are finished themselves. 

Senator SALTonstaLL. Then may I ask this question: There is 
sufficient power being built today in the way of plants and dams, et 
cetera, by TVA and private industry so that your needs will be satis- 
fied as your plants come into production? 

Mr. Boyer. That is correct. There is, of course, this condition of 
the limitation on cancellation payments which we have discussed 
already today. 

Senator SatronstaLtL. When it is all completed, it will be 52 per- 
cent public power furnished by TVA and 48 percent by private 
companies? 

Mr. Boyer. That is correct, siz 


FULTON STEAM PLANT 


Senator SALTONSTALL. Now, one further question on that subject. 
If my memory is right, there is one steam plant, I think the Fulton 
steam plant, that was cut out. How does that affect you? 

Mr. Boynr. That does not affect the plants that were being specifi- 
cally built to supply us power. As we understand it, those have all 
been covered by prior authorization. It is not possible for us to evalu- 
ate how that plant would tie into the TVA’s ability to guarantee 
backup, because we do not know the distribution of their load. We 
do have another little problem that comes up from time to time and 
that is when we need additional power at Oak Ridge for miscellaneous 
types of operation. That growth has been of the order of about 
2 percent per year over the past few years. How this affects TVA’s 
ability to absorb that added load, we do not know. 

Senator SALTonsTaLL. Then from your point of view in the AEC, 
whether or not the Fulton plant is built this year or authorized this 
year by the Congress is of concern to TVA balancing the AEC needs 
with the other needs that it has. 

Mr. Borer. Yes, sir. 


SEARCH FOR AND PURCHASE OF RAW MATERIALS 


Senator SALTONSTALL, Just one more question, and this probably 
should be off the record, but I would rather have it on the record, if 
you can. Please tell us just what you are doing for this in regards to 
the hunting for and purchase of raw materials that you use. I suggest 
that you first give us the names of the raw materials and from what 
countries they come, and how you go about procuring them and 
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encouraging new sources. Perhaps that is a difficult question and a 
very large question. 

Mr. Dean. Our principal material that we need of course is uranium 
and we get it in different ways by different arrangements with dif 
ferent countries. A large amount of it is still comimg from. outside, 
and will continue to come from outside the borders of the United 


States. 


The principal countries whict have supplied us with uranium are the 
Belgian Congo, Canada, more recently the Union of South Africa, at 
still more recently the Government of Australia There are 2 or 
miscellaneous ones which we are now developing Kiechty-fin er- 






éent.approximately of all the money in our raw materials budget goes 
for the purchase of uranium. 

Smaller amounts go for exploration and a still smaller amount, | 
think it comes to something less than 5 percent, for the process develop- 
ments so you can develop aew processes to extract uranium. 

The raw materials situation is looking up with the new finds which 
I described early this morning. Generally, our policy on getting 
uranium is to pay a price which gives an incentive, but which is 
related to the cost of getting it out of the ground. That is basically 
the way we go about it. We have to make rather long-term contracts 
I think it would be a mistake if we did not make them, that is, contracts 
running for 6, 7 and 10 years with various countries. 


PURCHASE OF THORIUM 


The other principal material, and it is not a very large portion of our 
budget, extremely small, as a matter of fact, is the purchase of thorium. 
There are other materials which must come from outside the United 
States which are not basic to fission, but which do go into reactors, 
such as beryllium. But our principal raw material is uranium. 

I do not know if I have fully answered your question. 

Senator SALTONSTALL. Broadly speaking, you are satisfied with the 
present raw material supply, and the future as far as you can foresee? 

Mr. Dean. We have set a goal, which cannot go on the record, of 
X number of tons which we will not reach for a few years. In the 
meantime, we are getting and we hope to get enough uranium so that 
we can process it through the plants that we have built and are 
building. 

Senator SALTONSTALL. And you are satisfied with the cost to you? 
In other words, they are not holding you up, so to speak? 

Mr. Dean. We have not been held up. In some cases we receive 
rather generous treatment from some of our allied triends. 

Senator SALTONSTALL. Senator Bricker, have you any other 
questions? 

Senator Bricker. No. 

Senator SALTONSTALL. Mr. Dean, have you anything to add? 

Mr. Dean. I do not think of any thing else. The language changes 
you have. 


FURTHER DISCUSSION OF PROPOSED LANGUAGE CHANGE 
Senator SALTONSTALL. We want to get from you the suggested 


language changes. ‘There are 2 or 3, I believe. We have discussed 
them all, have we not? 
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Mr. Dean. Yes; every one except the 5-percent transfer. 

Senator SAL TONSTALL. The transferability? 

Mr. Dean. Yes; as betweer the appropriation for plant and 
equipment on the one hand, and operating oa the other. We have 
asked for language which would give us a little flexibility so that we 
could at least take as much as 5-percent out of one if it did not increase 
the other by more than 5 percent. 

Senator SaALronsTaLL. You mean take 5 percent from operating 
to put in plant equipment? 

Mr. Dean. Yes; or vice versa; the only qualification being that 
after you made the transfer that you had not increased the fund to 
which transferred by more than 5 percent. We have not run into 
any cases where this has been necessary, but we foresee 2 or 3 where 
it may. It seemed to us a reasonable amount of flexibility, and we 
would urge you that it be incorporated in the bill. 

Senator SALronsTaLL. You are satisfied with the House funds for 
this year, and you would like 2 or 3 of these language changes which 
we have discussed? 

Mr. Dean. That is right. 

Senator SaLtTonsTALL. Do any of the gentlemen who are present 
under your guidance have anything they w ish to add, and would make 
the record as full as we can have it properly? 

Mr. Dean. I think not, Senator. 

Senator. SavronsTaLL. Then, Mr. Dean, may I as chairman of this 
subcommittee, and as minority member for the past 2 or 3 years—and 
I am confident that Senator Bricker will agree with me—say that we 
appreciate the frankness and lucidity of the testimony that you have 
given over the years. I for one will feel sorry that you are no longer 
going to stay on the Commission. I can only say as one Senator that 
I think you have done a very fair job in a perfectly nonpartisan way 
to try to promote what is the single biggest Government expense out- 
side of defense that we have on a most intricate and new field from day 
to day almost. I only hope that you will give us the benefit of your 
opinion from time to time and with equal frankness when you are 
outside the Government. 

Mr. Dean. I appreciate that very much, Senator. I regret that 
this will be my last occasion to appear before the committee. I want 
to say that we have always had the most sympathetic treatment from 
your committee, and I do not think an agency could ask for more. 

Senator SALTONSTALL. Thank you. 

Senator Bricker. May I say that every member of the joint com- 
mittee feels the same way about it. The Commission has cooperated 
most thoroughly. I think they have patriotically attempted to do a 
very constructive and thoroughgoing job. 

Mr. Dean. I will take the bows for all the Commission and the 
staff. 

Senator SALToNsTALL. Mr. Dean, unless some member of the com- 
mittee has some further questions to ask, we will consider the hearings 
on the AEC closed. 

(At 1:15 p. m. the hearing was closed.) 
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AFTERNOON SESSION 
Senator SattonstaLL. The meeting will come to order. 
SELECTIVE SERVICE SYSTEM 
OFFICES OF THE DIRECTOR 


STATEMENTS OF COL. WILLIAM S. ILIFF, JR., ASSISTANT TO THE 
DIRECTOR, AND COL. BERNARD T. FRANCK III, CHIEF, LEGIS- 
LATIVE AND LIAISON OFFICER 


GENERAL STATEMENT 


Senator SALTONSTALL. Colonel, in accordance with the conversation 
I had with you in my office in preparation for this meeting, without 
objection the Chair will insert at this time a letter from General 
Hershey in which he states, in substance, that he is satisfied with the 
amounts of the funds appropriated by the House. 

(The letter referred to follows: ) 


NATIONAL HEADQUARTERS, 
SELECTIVE SERVICE SYSTEM, 
Washington 25, D. C., June 18, 1958. 
Hon. LEVERET?T SALTONSTALL, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation bill, 
Committee on Appropriations, United States Senate 
Dear Mr. CuatrRMaAn: On June 18, 1953, the House of Representatives passed 
the second independent offices appropriation bill, in which the funds for the opera- 
tion of the Selective Service Svstem for the fiscal vear 1954 were included in the 
amount of $28,882,400 
Mr. Ear! Cooper, of your committee staff, suggested that I advise you of the 
position of Selective Service with respect to this appropriation as passed by the 
House, and as to whether or not I wish an opportunity to be heard by your com- 
mittee on this appropriation 
[ have carefully considered this matter to determine if the functions of the 
Selective Service System, as required by the law, can be carried out with the funds 


appropriated by the House, and in my opinion such can be done by instituting all 
possible economies. In view of this fact, I do not request an opportunity to be 
heard by your committee. However, as suggested by you, Colonel Iliff, the 


‘ 
officer on my staff directly concerned with the preparation of the budget, will 
appear at any time you desire. 
Sincerely yours, 
Lewis B. Hersney, Director. 


NATIONAL HEADQUARTERS, 

SELECTIVE SERVICE SYSTEM, 
Washington 25, D <i. June 22, 1958. 
Hon. LEVERETT SALTONSTALL, 

Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill, Committee on Appropriations, 
United States Senate 

Dear Mr. CuHairMan: In accordance with your request, the following-named 
officers will appear before your committee to present any information which 
may be requested with respect to the appropriation for the operation of the 
Selective Service System which is contained in the second supplemental appro- 
priation bill (H. R. 5690): 


Col. William S. Iliff, Jr., Assistant to the Director 
Col. Bernard T. Franck, II], Chief Legislative and Liaison Officer 
Sincerely yours, 
Lewis B. Hersuey, Director. 
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Senator SALTONSTALL. The Chair will also put into the record at 
this point a summary table of the estimates in comparison with last 
year’s appropriation, the so-called Truman budget, 
budget and the difference between them. 


(The material referred to follows:) 


SELECTIVI 
Fiscal {ear 1954 


SUMMARY BY I 








10 Nation te | tration a t i snd 
records m ement 

20 Stat pla t and 
servicir 

3) Registration, classificat i luctio 

40-A Nation Advi ( t on le 





SUMMARY BY 


01 Personal serv 
02 Travel 
Administrative 


Selectec 


03 Transportation of things 


04 Communication services 

05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual services 


Student testing 
08 Supplies and materials 
09 Equipment 
15 ‘Taxes and assessments 


Total 


1 This item plus—all others are reductions. 


MPERVICE SY 


OBJEC 


ices s 


(revised 


"ROJEC'T 


$1, 847, 150 


6, 565, 432 


8,051, 718 


215, 200 
» ADO 


36, 772, 000 
rs 


25, 090, 610 


903, 825 
8, 500, 000 
54,110 
626, 600 
306, 380 
202, 500 
204, 750 
400, 000 
164, 600 
11, 500 


217, 125 
36, 772, 000 


STEM 


Original 
1954 

S1. me 1 

6. 5OL. 70 

25. 942, 600 
2, 500 

34, 400, Of 


1, 056, 

6, 281, 660 
78, 000 
729, 000 
502, 860 
233, 325 
245, 000 
400, 000 
231, 500 
109, 300 


207, 975 


34, 400, 000 


Re i 
1954 

$1 768. 000 

§, 121. 000 

1. 67 / 
2t My 
i? iy 

» A yn) 

23, 840, 250 


838, 875 
2, 954, OOF 
53, 100 


666, 000 
405, 500 
182, 800 
162, 500 
400, OOO 


147, 500 





29, 920, 000 


the Eisenhowe: 


‘ ¥ 
2 yi 
1, 45 
>484, 81 
217 
, 327, BOK 
24, WK 
63, Oi 
97, 364 
5() BOE 
2) 4 
84. OU 
42, 800 
5, 000 
4 48) 000 


Senator SatronsTaLy. The Chair will also place in the record 
this point, if there is no objection, a statement by yourself, Colonel, 
breaking down the items of the budget insofar as they apply to 


selective service, 
(The statement referred to follows:) 





at 


Mr. Chairman and members of the committee, at the request of the rma 
I am submitting this statement for the record. 

The original budget submitted in January was based on an estimated he 
of 450,000 inductions. This revision contemplates a reduction to 307,000 induc 
tions due to a reduction in the contemplated overall strength of the Armed 
Forces. This is evidenced by a reduction in the allowance for selectee travel 
$3,327,600, the required amount of which is directly affected by the numbe 
processed for induction 

rhe Seleetive Service Syste performs many functions required by the é 
sal Military Training and Service Act, as amended, and Executive orders issue 
thereunder, the requirements of which do not increase or decrease with the 
changes in the induction load. Among these are: Administration (sec. 10 (a), 
b), (c), (d), (e), (f), and (g), sec. 12 and sec. 13 (t planning, training, and 
records management (sec. 10 (a t conscientious objector work prograr sec 
6G apprentice training program (sec. 6 h registration (secs. 3 and 4 (i 
classification (sec. 4 (a) and (i), sec. 6 (b), (e), (d), (e), (f), (2), (h), (i), aud (o 

The largest item in the budget is for personal ser\ The revisea budg 
as presented provides fund 290 i a ational 1dqua 3 i 
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with 318 in 1953 and 308 in the original budget In the 56 State and Territor 
headquarters, the revision provides funds f 1,250 man-years compared \ 
1,358 in 1953 and 1,308 in the original budget I al and appeal boards, t 
revised budget provides funds for 5,800 mar vears art with 6.060 1953 
and 5,950 in the original budget 

I should like to direct attention to the amount of $16.470.500 provid 
appropriation bill passed by the House of Representat r personal serv 

local and appeal b« Is vi h represent er 55 percent of the amo ll 
for all purposes in the H bill Phe f e for the purpo f 
‘lerieal services to tl 3,908 local boards ar wo a I rds i me 
service Syst moun erf 7 the t +) ) 
itizens whos e as a patriotic duty witho tior WW 
place in Govern t where any comparable uncompensated servi ire 1 
it is our conviction that in order to secure the services of thes ns, s 
efficient clerical services must be provided 

The Universal Military Training and Service Act, as amended, provides that 
local and appeal board clerks may be excepted from the provisions of the Cla 
fication Act The average annual rate of pay for local board clerks is only 
$2,800. The average number of clerical man-years per board is 1.4 {n analysis 
made in May of this year shows that 2,192 local boards or over 56 percent ud 
only 1 clerk, and of these 618 boards were on a part-time basis \nother 16 per- 
cent or 631 local boards had only 1 full-time clerk but also had a part-time clerk 
Only 27 percent of the local boards had 2 or more full-time clerks with or without 
part-time services. This means that in over 56 percent of the local boards wher 


the clerk is ill or takes annual leave, the boards must be closed or service must be 
rendered either by itinerant clerks or by the uncompensated local board members 
The amount provided in the House bill is considered the minimum necessary to 
furnish service to the uncompensated members 

The amount provided in the House appropriation bill is $37 
in the revised budget By continuing the most rigid economy and postponing 
the purchase of new automobiles to a later date, it is believed that we will be 
able to perform the functions required by law. Our most urgent request is that 
the amount allowed in the House appropriation bill be approved by the Senate 

Thank you, Mr. Chairman and members of the committee, for your earnest 
attention. If the chairman wishes, I shall try to answer any questions he or 
members of the committee may wish to ask. 


,600 less than that 


HOUSE ALLOWANCE 


Senator SaLuronstaLu. The House allowance of $29,882,400 is 
$37,600 below the revised estimates. ‘Travel limitations are again 
imposed by the House. The purchase of 23 passenger motor vehicles 
for replacements were denied by the House. Would you care to com- 
ment on these two questions, and also on any other matter that you 
may have? 

Colonel ILirr. The reduction consists of $10,000 in the travel allow- 
ance for national headquarters and $27,600 which had been requested 
for new passenger vehicles. 

Senator SALTONSTALL. Can the Selective Service he adquarters 
function with a reduced travel allowance of $10,000? 

Colonel Iuirr. Yes, sir; we figure we can by continuing rigid 


economy. 
Senator SaLronsta.Lut. The purchase of 23 passenger motor ve- 
hicles for replacement was denied by the House. Can the Selective 


Service get along with that? 

Colonel Itirr. Yes, sir. 

Senator SALTONSTALL. And all the cars that you now have are in 
such satisfactory condition that you can get along for 1 more year 
without increased burdensome expenses on them? 

Colonel Iuirr. They will require repairs that we had not contem- 
plated, but we will manage. 
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Senator SaLtronsTa... I have a series of questions, Colonel, that I 
would like to ask you. Of course, the other Senator members may 
want to amplify these questions. Your organization is divided as I 
understand into five main divisions for the purpose of your budget. 
In your prepared statement you have gone into these in some detail. 
Will you explain briefly the work of each of these with particular 
reference to why you need nearly $24 million for personal services? 

Colonel Iuirr. The five projects into which we break down our 
functional requirements consist of national headquarters as the first 
project—if I may, I will take personal services right in with these as 
I go with each project. In 1953 the appropriation provided for 318 
positions in national headquarters. 


REDUCTION OF PERSONNEL 


The original printed budget as submitted provided for 308 positions. 
And the revised budget provides for 290 positions, making a reduction 
of approximately 10 percent in the number of people in national head- 
quarters provided for in the revised budget. 

The next principal function is that of the State administration 
planning, training, and records servicing, and that is operated through 
56 State and Territorial headquarters. 

In 1953 appropriations we ane 1,358 positions provided for. The 
original budget provided for 1,508 positions and the revised budget 
1,250, a reduction of over 106 positions within that purpose. 

The next one, which is the large one, “Registration, classification, 
and induction,” and that is the project in which we take care of our 
local boards and our appeal boards, the amount of $16,470,500, which 
is provided in the bill as passed by the House, represents over 55 
percent of the amount allowed for all purposes in the House bill. 
Those are to take care of supplying clerical services to the 3,908 local 
boards and 96 appeal boards. 

You know, the System has over 40,000 citizens who work for us 
without compensation, and this is the clerical assistance for them. 


LOCAL BOARDS 


Senator SALToNsTaLL. How many local boards are now operating? 

Colonel Itirr. Three thousand nine hundred and eight. 

Senator SALTONsSTALL. How many appeal boards? 

Colonel Iuirr. Ninety-six. 

Senator SatronsTaLt. How many boys do you expect to register 
in fiscal 1954? 

Colonel ILirr. Approximately one and a quarter million. 

Senator SatronsTaLL. How many under present plans do you 
expect to induct in 1954? 

Colonel Itirr. Three hundred and seven thousand. 

Senator SALTONSTALL. Will you please give the comparison of these 
figures with the year 1953? 

Colonel Iuirr. In 1953 our approximate registration would be 
1,100,000. Our inductions for 1954 will run about 560,000. Of 
course, we have not completed that yet, but that is about where it 
will come out. 

Senator SALTONSTALL. So this new budget is based on the com- 
parison of those figures? 
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Colonel Iuirr. Yes, sir 

Senator SALTONSTALL. Since you were last before this committee, 
what changes in the regulations have been made by the incoming 
administration and what is the effect of those changes? 

Colonel Iu1irr. There have been none, sir. 

Senator Dirksen. Did you say there have been no changes in the 
regulation? 

Colonel Iuirr. Yes, sit 


CHANGES IN DRAFTING SYSTEM 


Senator Dirksen. Do you believe any further changes should be 
made that would stop the drafting system being known as a rich 
man’s draft and give equal consideration to registrants under it when 
they are called for induction? Hs ave you ever heard it referred to as 
a rich man’s draft? 

Colonel Iuirr. There is under consideration an order which pro- 
vides certain changes in the student-deferment program under which 
I presume that question is directed. 

Senator Dirksen. That question, I suppose, was meant to mean 
whether or not there has been some favoritism in connection with the 
application of induction regulations and so forth. You pick that up 
around the country. I have heard it around home at one time and 
another. Whether or not there is favoritism or partiality, that usually 
spells itself out in a term that somebody coins and people can usually 
understand and say, ‘‘Well, it is a rich man’s draft. If you have some 
influence of some kind maybe you can get its impact softened.’ 

So that question directs as to whether or not a modification of regu- 
lations is in order or is being considered at the present time. 


STUDENT DEFERMENT PLAN 


Colonel Iuirr. The administration is considering a change in the 
student-deferment plan, which would reduce the overall number who 
would be subject to the deferment by reason of being students. In 
other words, it is tightening the student program. 

Senator Dirksen. What are the rules and regulations now with 
respect to the induction of students? 

Colonel Iuirr. It varies, depending upon where they are found n 
college, but it provides that the local board may defer them and we 
provide certain yardsticks they may use. One is if they are in the 
upper half of their class as a freshman, or the upper two-thirds and 
the upper three-fourths of the junior and senior classes, respectively. 
We also provide for a qualification test to test their intelligence, if 
you will, their ability to accept college education, and we have set a 
score of 70 on that at the present time. 

Senator Dirksen. The first part, then, is the applicable rule per- 
missive, which is to say their exemption from induction can be con- 
sidered, you say it may be considered. 

Colonel Inirr. That is right. 

Senator Dirksen. That is permissive, not mandatory. 

Secondly, the criteria you apply, those are permissive, too. In 
other words, the upper half of the class, they could make that the 
upper 25 pere ent, I suppose, if they wanted to. But to what extent is 
that permissive? Is it with the local board in every case? 








74 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


Colonel Iuirr. Yes. 

Senator Dirksen. In other words, you set up these criteria as a 
sort of suggestion to the lower board and say these are ctieria that 
might well be followed, but they can depart from it if they like so 
that in every case the final analyses lodges in the local board itself? 

Colonel Inirr. Yes, sir; that is correct. 


1953 INDUCTIONS 


Senator ELLENDER. You stated a while ago that the number of 
inductions for 1953 was 560,000? 

Colonel In1rr. That is what we estimate they will be. 

Senator ELLANDER. And your number of registration classifica- 
tions is 1,100,000? 

Colonel Iuirr. The registrations, yes, sir. 

Senator ELLenpER. Not classifications? 

Colonel Itirr. No, classifications action will go about 7 to 1 for 
registration. 

Senator ELtenpER. What will be the difference in the work for 
for 1953 and 1954 in so far as classifications are concerned? 

Colonel Iurrr. There will be if anything a slight increase because 
of the fact we are registering more people. 

Senator ELLENpDER. But there will be a decrease in inductions from 
560 last year to 307 this year? 

Colonel Iuirr. Yes, sir. 

Senator ELLENpER. Where is the greatest amount of work done 
in reference to this induction? 

Colonel Itirr. Classification bears the highest load of the work. 

Senator ELLANpDER. And you are going to have more classification 
to do this year than you had last year? 

Colonel Iuirr. Yes. 

Senator ELLENpER. Why is it that you are able to save $7 million? 
Tell us how that comes about. 


SAVING IN SELECTIVE TRAVEL 


Colonel Iuirr. Well, a large part of the saving is in selective travel 
which is the second largest item in the budget, personal services being 
first, and the reduction in selective travel is directly affected by the 
number of inductions that we have. 

Senator ELLeNpeR. That is where vou are saving? 

Colonel It1rr. That is where a large part of the savings come 
about. 

Senator ELLENDER. How much of that comes from that item? 

Colonel Inirr. For selective travel in 1953, there was appropriated 
$8 500,000. In the revised 1954 budget it is $2,954,000. 

Senator E.tenper. So this cutback was due almost entirely to the 
fact that you have a little over two hundred and fifty thousand-some- 
odd fewer inductions than you had last year? 

Colonel Itirr. Yes, sir. 

Senator ELteENpDER. And that is the cause for the cut in the appro- 
priations? 

Colonel Inrrr. Yes, sir. 

Senator SAtronsTALL. Do you have another question? 
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Senator Dirksen. Yes, sir. What is the situation with respect to 
the induction of fathers? What is the rule that presently applies and 
what actually is taking place in that field? ty 

Colonel ILirr. Any man who is found te be a father may be classi- 
fied in 3 A, and are being’ class fied subje ' to appt al in 3 A vhich is 
a deferred classification. 


CONSCIENTIOUS OBJECTORS 


Senator Dirksen. |] wanted to ask on question about conscientlo 
objectors. What is your load of CO’s at the present time; largel 
smaller than it was before? 

Colonel [uirr. Our conscientious ol jectors now at work mde 
about 2,300. 

Senator Dirksen. How many: 

Colonel lurrr. Two thousand three hundred conscientious Objecto 
at work. Those that are examined and acceptable, ready to go to 


) 


work, when we can find places to put them to work, amount to about 
2,000. We do have ‘‘not examined” so there is a take-out because 
they might be 7V-—F, or will probably be TV—F, about 2,200 in 
addition to that. 

Senator Dirksen. Until vou find suitable work for them, what cdo 
you do with them? 

Colonel Inirr. We just have to leave them. 

Senator Drrksen. You leave them where they ar 

Colonel Iuirr. Right where they are. 

Senator Dirksen. If they are in jobs, you let them work until such 
time as you can call them? 

Colonel Iuirr. Yes, sir. 

Senator DirkseN. What is the longest period of time that a CO 
has been left home because no suitable work has been found? 

Colonel I[ttrr. Of course they are left home until we would reach 
their order number. 

Senator Dirksen. That is true. But let us start with the orde: 
number, now, as the kick-off date. 

Colonel Itirr. 1 wouldn’t be able to tell you what the longest one 
is because in some States it has been very difficult to find work fo 
them. In other States we have been able to find work as we have had 
conscientious objectors available for assignment. 

Senator Dirksen. They are examined in due course and they make 
a bona fide case as conscientious objectors, so they stay home until 
such time as they get an order. Is that an order to report to work or 
is it merely a paper transaction notifying that their status as con- 
scientious objectors has been validated and found good, and so they 
await now notice from the board to report to some certain place to 
go to work? From the time that their status has been secured as 
CO’s until they go to work, in the average what is that intervening 
period? Would it be 2 months, 3 months, 5 months? 

Colonel Iuirr. | would say it would probably be less than 2 months, 
where the work is available. 

Senator Dirksen. So that in the main it appears that within 2 
months you finally do get them assigned to work groups somewhere 

Colonel Inirr. If we have places available 

Senator Dirksen. There is that big “‘if’’ again, you see. 


» 
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Colonel Itirr. That is the thing we have to develop, people who 
will accept the service of conscientious obje ctors. 


COURT CASES 


Senator Dirksen. Are you having difficulty in that field as we did 
in the early days of selective service where a good number of those 
cases went to court because their representations were not found to 
be bona fide and they had to make a court appeal of some kind? 

Colonel Iuirr. I would imagine that a fair percentage of our court 
cases are conscientious objectors. 

Senator Dirksen. Percentagewise is it as large as it was in the 
early days of the Draft Act? 

Colonel ILirr. Do you mean in 1948? 

Senator Dirksen. Yes. 

Colonel ILirr. Not as large. 

Senator Dirksen. You think the number is diminishing now? 

Colonel I.irr. Yes. 

Senator Dirksen. There used to be a very considerable workload 
of cases of that kind in the Department of Justice, but I have not 
checked it in the last year or two, so I am in no position to hazard a 
guess. 

Colonel Itirr. Of course our calls are much smaller now than they 
were in World War II. It is very much less load than that, because 
there are just not that many. 


SALARIED POSITIONS 


Senator Dirksen. Mr. Chairman, will you indulge me just a minute 
here for a question or two? I notice out of all of these people you 
have, the first 290 at the national level, those are all salaried positions, 
are they not? 

Colonel Iuirr. Yes, sir. 

Senator Dirksen. And you have 1,250 at the State and local 
headquarters. 

Colonel Iuirr. That is State and Territorial. 

Senator DirKseNn. State and Territorial entirely? 

Colonel Iuirr. Yes, sir. 

Senator Dirksen. Those are all remunerative positions, too? 

Colonel Itirr. Yes, sir. 

Senator Dirrxsen. Below that level, of course, you have this 40,000 
uncompensated. 

Colonel Inirr. And we have 5,800 clerks. 

Senator Dirksen. So only the clerks are compensated for the local 
boards and also for the appeal boards. 

Colonel Inrrr. Yes, sir. 

Senator Dirksen. So that is the whole number of compensated 
employees that you have at the present time? 

Colonel Ixirr. Yes, sir. 


FURTHER DISCUSSION OF SELECTEE TRAVEL 


Senator DirksEeNn. One other question. Assuming, of course, a con- 
siderable modification in your program, certainly a drop of nearly 5 
million in selectee travel between 1953 and estimate for 1954 is a very 
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substantial amount. If you measure off five-hundred and some 
thousand inductions in 1953 and an estimated 307,000 in 1954, those 
figures still do not quite match up with the tremendous change there 
in selectee travel? Has there been some waste in that item or is there 
some duplication? 

Senator ELLenpER. That is what I was trying to explore a while ago. 

Senator Dirksen. If you take a ratio of 307,000 to 600,000, that 
will be 1 to 2. Here it is 9.5 million to 3.3 million, which far exceeds 
the 1-2, I would say. 

Colonel It1rr. The appropriation was based on 650,000 inductions 
compared with the actual number of 560. So there is a saving this 
year of several million dollars in selectee travel that will be turned 
back at the end of the fiscal year. 

Senator ELLENpDER. Do you mean during 1953? 

Colonel Iurrr. Yes, sir. 

Senator ELLENDER. How much surplus will you have from the 1953 
appropriations? 

Colonel Itirr. It will be between 4 and 5 million. 

Senator ELLENDER. So that your actual expenditures then will be 
about $32 million? 

Colonel Itirr. Yes, sir. 

Senator ELLENDER. As compared to $29,882,400 for this year? 

Colonel Iuirr. That is correct. 

Senator ELtuenpeER. That brings it out. 

Senator Dirksen. We have to go back further. What did you 
have in 1952 for travel? You have $8,500,000 for travel of selectees 
in 1953. 

Colonel Iuirr. I will give you that in just a moment. In 1952 the 
actual expenditures were $3,976,556. Now, vou see, our inductions 
come by swells on alternate years. The explanation for that is that 1 
man is inducted for 2 years of service. Of course, the first hump 
came when we had to build up rapidly right after Korea. And so we 
had a heavy load in the first fiscal year in which we operated which 
was 1951. Then we get a down trend in 1952, and up in 1953, and a 
down trend in 1954, which is the one we are speaking about, and the 
estimate for 1955, for example, is 590,000, that are to be inducted. 
So we are on a swelling basis. 

Senator ELLenprER. But you actually missed your travel estimate 
by a hundred percent, because you used less than half? 

Colonel Itirr. Of course, in the use of making up this, we get an 
estimate from the Department of Defense as to what they think they 
are going to need. 

Senator ELLENpER. But vou are going to miss your estimate again 
this year, because you said that what caused the lowering of the 
budget was the fact that you would have only 307 inductees, yet you 
had 560 inductees last year, and you are going to save $4 million. I 
cannot understand that. It is a little confusing. 


AVERAGE COST OF SELECTEE 
Senator Dirksen. Let us get at it in another way. Has Selective 


Service figured out the average cost for each selectee? What would 
it be? 
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Colonel Iirr. $1.80 per trip. It is oversimplified to say per 
inductee. It is $1.80 per trip. But, of course, we have to send a 
man up twice, once up and once back for a physical examination. 
Then he is in 1—A, examined and acceptable. That is the time he is 
apt to enlist, so we have paid for that man though we may not get 
him for an inductee. The next one up is when he goes up for induction 
and he is rejected or accepted. 

Senator Dirksen. Is that $1.80 too? 

Colonel Iuirr. That is the average selectee trip cost. 

Senator Dirksen. That is $3.60. 

Colonel Ittrr. Well, for everyone inducted you have at least three 
trips. 

Senator Dirksen. That is $5.40. Now, let us err on the liberal 
side and make it $6. You are going to induct 307,000, so that is 
$1,800,000, but you still have $3.3 million for selectee travel 

Colonel It1trr. Yes, but we lose—let’s put it this way: We have to 
send a man up whether he is ever acceptable or not. So we send up a 
thousand men. We will lose out of that, by reason of physical rejec 
tions, approximately 40 percent. So that is 400. That leaves us 
600. 

Senator Dirksen. I want to know this arithmetic 

Colonel Iuirr. All right. We send up a thousand men for pres- 
entation for physical examination. Four hundred of those will 
come back and be in IV—-F. So we get 600 available for induction or 
enlistment. 

Senator Dirksen. You paid for a thousand but you only got 600 

Colonel Iuirr. Yes, sir. These are rough percentages but that is 
about where we come out. Then by enlistment, reclassification, any 
number of reasons, we will lose another 30 percent, between the time 
they are accepted and the time they are available to go up for induc- 
tion. 

Senator ELLENDER. Another what? 

Colonel Inirr. Another 30 percent. So that will be 180 off oi 
that. 

Senator Dirksen. So that leaves you with 420. 

Colonel Itirr. Then we send 420 up and we lose 5 percent of 
those that are never inducted because of the fact that they are refused 
at the time they go up for induction. 

Senator ELLENDER. That is another 20. So out of 1,000 you end 
up with about 400. 

Colonel Iuirr. Yes. 

Senator Drrksen. That accounts for it. of course. 

Senator ELnenper. [ think it has been simplified now. 

Senator Dirksen. | think, Mr. Chairman, that is all for me for 
the moment. 

Senator SavronstaLi. Thank you, Senator Dirksen. 

Now, the Chair would have just 3 or 4 questions 


MANPOWER POOL 


How many boys are there in the manpower pool today? 

Colonel Inirr. We have approximately 1 million in I-A and I—AQ, 
both examined and those who have not been examined. 

Senator SaLTonstTauL. How many? 
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Colonel Iuirr. Approximately a million It is closer to 900,000 

Senator SALTONSTALL. We will call it 900,000, then. With preset 
indications, how long will this pool last? 

Colonel Iuirr. On the basis of our present calls, we should have n 
substantial reduction in the pool during this coming fiscal yee 
we Keep our calls at 307,000. 

Senator SALTONSTALL. What is the average age now at induction 

Colonel Iuirr. At the top of the year, 19; age 19. 

Senator SALTONSTALL. So you are down to the last year, then? 

Colonel Luirr. Yes, sir. 

Senator SaALtTonstaLy. And each year’s pool consists of how many 
approximately? 

Colonel Luirr. The total pool is about a million, but of course they 
are not al available. 

Senator SALTONSTALL. My memory of the figures of 2 or 3 years 
ago was that each year’s pool was about 900,000; that would be 
knocked down so that out of each year you would get less tha 
500,000. 

Colonel Iuirr. Between three and a half and four hundred thousand 
Senator SALTONSTALL. So when you are down to the bottom age no 
of 19, if you take 350,000 this year, you are taking about all of this 

year’s crop of 19-year-olds? 

Colonel Iuirr. Yes, sir 

Senator SaLronstaLL. And with this procedure you will be right 
back down to the next year’s crop of 19-year-olds? 

Colonel Iuirr. Yes, sir; that is correct. 


DRAFTEE COSTS 


Senator SALTonsTALL. How much do you estimate the cost to 
induct each draftee is that goes into the service? Have you a record 
as to that? 

Senator Ferguson was following that up 

Colonel ILirr. Do you mean the total cost of Selective Service? 

Senator SaALTONSTALL. From the point of view of the Selectiv: 
Service System, how much does it cost to get each man into the Army 
that you putin? I thought you gave me those figures the other day 
in my Office. 

( olonel LLIFF. No, SI. ] think | pave you the figure on the selectee 
travel. 

The approximate cost of selective service per man inducted is $50 
This cost, of course, includes the handling of conscientious objectors 
who are not included in the inductions; the cost of the doctor draft; 
almost all doctors are commissioned in the Reserve under threat of 
induction and not included in the inductions; and the cost paid by 
Selective Service for those who enlist in lieu of induction; and the 
deferment program necessary to maintain the national economy. 

Senator SALTONSTALL. What is the record today as to boys who 
cannot pass the tests to meet the physical qualifications for induc- 
tion? \\ hat is the percentage of boys who fail phy sically ? 

Colonel Iuirr. It is running close to 40 percent 

Senator SaALronsTaLu. For physical reasons? 

Colonel Itirr. Well, that is physical and mental. 

Senator SALTONSTALL. Physical and mental. 


35308—53—— 6 
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Colonel Itrrr. Yes, sir. 

Senator SALTONSTALL. But not educational? 

Colonel It1rr. That would include all rejections, sir. 

Senator SaALronsTaLu. So that for every 10 boys that come up 
before you at the age of 19, only 6 will be acceptable physically and 
mentally? 

Colonel Iuirr. Yes, sir. 

Senator SauronstaLu. Have the standards been changed lately? 

Colonel It1irr. Not recently; no, sir. 

Senator SauTronstaLL. Have you recalled recently those who are 
still formerly to pass their physical tests? 

Colonel Iuirr. That program is practically completed, sir. We 
have a few isolated States that have a few that have not been able to 
go up under the quotas established. 

Senator SALTONSTALL. So you are really down to the bedrock 
group of 19-vear-olds? 

Colonel Itirr. Yes, sir. 

Senator SautronstaLu. With none of the older men, either in the 
IV-—F or other classification being called back? 

Colonel Itirr. Those whose deferments are ending, of course, are 
very few. But we gradually get a few of those in each month, of 
course. 

Senator SaLronstauu. I think that is all the questions I have, 
Senator Dirksen. 

Senator Dirksen. I was going to ask, Mr. Chairman, whether all 
of this information in the folder has been put in the House hearings 
or in the Senate hearings. 


Senator SALTonsTALL. No, sir. Rather than put that whole record 
in, we put into the Senate today a comparison and then the state- 
ment, overall statement. 


S£LECTION OF DOCTORS, DENTISTS, AND ALLIED SPECIALISTS 


Senator Dirksen. The overall statement is rather brief. I notice 
here the National Advisory Committee on the Selection of Doctors, 
Dentists, and Allied Specialists. There is a good deal of interest in 
it. Did you submit this in the House? 

Colonel Itrrr. Yes, sir. 

Senator Dirksen. Has this been published in the House hearings? 

Colonel Iuirr. Yes, sir. 

Senator Dirksen. There is no point of duplicating. 

Senator SattonsTaLL. Have you any questions, Senator Ellender? 

Senator ELLENDER. No, sir. 

Senator SALTONSTALL. With that we will close the hearing, subject 
to being reopened by any member of the committee if he has any 
question to ask. Have you anything more to say? 

Colonel In1irr. No, sir; that is all, thank you. 

Senator SALTONSTALL. The hearing on the Selective Service is now 
closed, subject to the statement I have already made. 

(A recess was taken.) 
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TENNESSEE VALLEY AUTHORITY 
STATEMENTS OF GORDON R. CLAPP, CHAIRMAN OF THE BOARD; 
JOHN OLIVER, GENERAL MANAGER; G. 0. WESSENAUER, MAN- 
AGER OF POWER; R. A. KAMPMEIER, ASSISTANT MANAGER OF 


POWER; JOSEPH C. SWIDLER, GENERAL COUNSEL; AND JOHN 
H. CLARK, BUDGET OFFICER 


REVISED ESTIMATE 


Senator SALTONSTALL. The committee will come to order. 

Following the procedure that we have adopted, we will place into 
the record a letter of May 18, 1953 from Mr. Clapp, giving the revised 
estimates. If there is no objection, that will go into the record at 
this point. 

(The letter referred to follows: ) 


TENNESSEE VALLEY AUTHORITY, 
May 18, 19538 
Hon. LEVERETT SALTONSTALL, 
Chairman, Subcommittee on Independent Offices, Committees on Appropriations 
United States Senat?, Washington, D. C. 


DEAR SENATOR SALTONSTALL: We have been advised by the Bureau of the 
Budget that its review of TVA’s 1954 appropriation request has been completed 

The revised budget calls for an appropriation of $190,822,000, a reduction of 
$63,533,000 from the figure of $254,355,000 in the budget now before your com- 
mittee. The bulk of the reduction—$61 million—comes from our estimates for 
power construction. A proposed new generating plant of two units at the Fulton 
site north of Memphis has been eliminated from the program and reductions 
have been made in the estimates for power projects now under construction 
The following materials which summarize the points at which reductions have 
been made are enclosed: 

1. Statement in explanation of reduction in 1954 appropriation request. 

2. Revised “Summary of appropriation financed budget” similar to the state- 
ment appearing on pages 2 and 3 of our justification document 

3. Revised schedule of obligations by objects, similar to the one appearing 
on page 187 of the President's budget, 1954 

We will be prepared to discuss our budget program with your committee at 
any time. If any further supporting statements are desired, we shall be glad 
to supply them to you. 

Sincerely yours, 


Gorpon R. Criapp, 
Chairman of the Board. 


TENNESSEE VALLEY AUTHORITY—EXPLANATION OF RepUCTIONS IN 1954 
APPROPRIATION REQUEST 


SUMMARY 


The changes in estimates occur at the following points in the TVA progr: 
Acquisition of assets: 
Power facilities: 
Projects under construction 31, 000, 000 
New facilities: Fulton steam plant, units 1-2 30, 000, 000 


Total power facilities 51, 000, 000 
Additions and improvements at completed projects 661, 000 
Navigation facilities 308, 000 
Investigations for future projects 87, 000 
Chemical facilities 770, 000 
General facilities 539, 000 


Total acquisition of assets E }3, 365, 000 
Program expenses: Resource development_- ans — 168, 000 


Total reduction Oia 63, 533, 000 
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POWER FACILITIES 





Of the reduction of $61 million for power facilities, $31 million is being made 
the estimates for power generating projects under way and for transmission facili- 
ties. Some on-site work and certain commitments for permanent equipment 
will be deferred but it i hoped that construction schedules (tied closely to th: 
power requirements of AEC) can keep pace with the deliveries of major equip 
ment items. TVA has advised the Bureau of the Budget that should these 
reduced estimates prove too restrictive to maintain the most economical pace of 
construction, we would request the Bureau to consider a supplemental appr 
priation 
A reduction of $30 million results from eliminatior of 450,000 kilowatts of n 
power capacity at the Fulton steam plant previously proposed to be started 
1954. The program originally submitted to your committee as a part of 
President’s budget provided for 810,000 kilowatts of new generating capacity 
| steam generating units—a new plant of 2 units at the Fulton site north of 
Memphis and 1 new unit each at the Kingston plant and the John Sevier plant 
near Rogersvill« The recent decision by the Bureau of the Budget eliminates 





150,000 kilowatts of capacity proposed at the Fulton sit remaining units 


will provide new capacity sufficient for half of the growth in deman 


expect to develop during calendar year 1956 There fore, in tl 


W hich W 





e winter of 1956-57 
power capacity as projected in this revised budget program will not only lack the 
very small margin that had been included in anticipation of possible accelerated 
power requirements, but will fall short by about 165,000 kilowatts of presently 
estimated power requirements in this region for which TVA is the exclu 


s ipplier of power 


ADDITIONS AND IMPROVEMENTS AT COMPLETED PROJECTS 
The largest item in the $661,000 reduction in this category is $420,000 for 


replacement of operating mechanisms for spillway gates at Wilson Dam. The 
original 1954 estimate, based on preliminary studies, provided for the replacement 
of hydraulic mechanisms for all 58 gates. Present plans, based on later design 


studies, provide for rebuilding rather than replacing the mechanisms for 24 gat 
installing new mechanisms for 28 gates, and leaving 6 gates in their present con- 
dition. The total cost of the job will be reduced from $1 million to $600,000, 
and the 1954 estimate of $794,000 is reduced to $374,000. <A reduction of $206,000 
results from deferral of planned shoreline improvement work for malaria control 
in Kentucky Reservoir. Deferral of additional parking facilities at the Wilson 
Dam powerhouse makes possible a reduction of $35,000. 


NAVIGATION FACILITIES 

The 1954 estimate for continued design work for a new navigation lock at 
Wilson Dam has been redueed from $252,000 to $126,000. The revised estimate 
provides only for sufficient progress on design work to permit the start of co 
struction in 1955. An estimate of $132,000 for raising the lower lockwall at 
Guntersville Dam has been eliminated from the 1954 budget The timing of 
this project is related to other navigation improvements at Guntersville and tl 
planned new lock at Wilson. Following deferral of construction work on the 
new Wilson lock, it has been concluded that the Guntersville lockwall job can be 
deferred until a later year, probably 1957. An estimate of $98,000 for mise¢ 


laneous minor navigation facilities has been reduced by $50,000 through deferral 
of part of the work originally planned for 1954. 


INVESTIGATIONS FOR FUTURE PROJECTS 
The 1954 estimate has been reduced to $200,000, a reduction of $87,000 


CHEMICAL FACILITIES 

\ reduction of $770,000 results from stoppage of work on a demonstration-scale 

nitric phosphate production unit. Work on this project was started in 1953 but 
s less than 20 percent complete. 


GENERAL FACILITIES 

Estimates of transportation equipment needs, principally light and medium 
trueks, have been critieally reviewed in light of the changes for the major projects 
described above \ totl of 65 units, formerly scheduled for replacement, will be 
retained, and planned fleet additions have been reduced by 136 units. These 
changes result in a reduction of $496,000 in requirements for general facilities 
The changes in major projects also make possible a reduction of $43,000 in’ the 
estimate for office facilities and equipment 
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PROGRAM EXPENSES 





A reduction of 8168.000 has been made in the 1954 timate for resource evelop 
ment After: this reduction, the 1954 estimates for all activities i i ategory 
xcept tributary watershed development wi e at ww the « 


TENNESSEE VALLEY AUTHORITY 





























Oummary of approp? ” nanced f 
Appropr ! 1 
ACQUISITION OF ASSETS 
Navigation, flood-control er prog! 
Project ntributing powt ipp 
Boone $ 4 $ Fl 
Fort Patrick Henr 2 Tl 
Additional hydro-gene i Wi 
Johnsonville steam plant $40, OO 418, OOK $ 0 
Widows Creek steam plant R “ R04 OOK ~ 709. 00 
Kingston steam plant ) { (4) —9, 9% 
Shawnee steam plant s YU SS " 
Colbert steam plant 0, O85, OOK 6, 172, 00 ) WM 
John Sevier steam plant 0, 207. 00 26, BB5. OOK ; 4x 
Gallatin steam plant 178 KM 22, 895, 000 1, 88 1 
Fulton steam plant 1, OOO, OOK 0, OK 1 
Total, projects contributing to po r supply 299 474, OO 64, 045, 000 —58, 429. 000 
Transmission system f lities f ( 4 344. OOF =? 57 in 
Additions and improvements at completed projects TOL, OO 1, 130, 000 661. 000 
Navigation facilitic 8, OOK 10, O00 — 308, 000 
Investigations for future projects ORT (MK 200. 000 87. OOK 
Distribution of administrative and general expenss 1, 442. 000 1, 442. 000 
Total, navigation, flood-control, and power program 243, 477. Om IR1. 421. 000 62.0 WO 
Fertilizer and munitions program 
Chemical facilities 1, 64 \ 872, 000 7 100 
Distribution of administrative and general expens« 44, OO 44, OO 
Total, fertilizer and munitions program 1, 686, 000 916, 000 00 
General service activities 
General facilities 1, 256, 000 717, 000 39, OOF 
Di uti f administrat 1 general e% oO 00 
Distribution of administrative and general expense 9, O00 1, 000 
Total, general service activities l 5 On 726, OOK 539, 000 
Potal, acquisition of assets, appropriation financed 246, 428, 006 83, 063, 006 63, 365, 000 
EXPENSES 
Navigation, flood contr ind power pro 
Navigation operations 228. (0K 2 (MK 
Flood-control operations 1 ( 113, OOK 
Multipurpose reservoir operations 2 231. OO 0 
Distribution of administrative and general expense f Wn 163, OOF 
Total, navigation, flood control, and power progran 2, TH5, OO 2, 795, 000 
Fertilizer and munitions program 
Fertilizer and munitions development 2 U 2, 422, Of 
Distribution of administrative and general expenses 07, 000 17, 000 
Total, fertilizer and munitions program 2, 529, 000 2, 529, 000 
Resource development program 
Resource development 2, 377, 00K 2, 209, 00 68, 000 
Distribution of administrative and general expenses 230, (0M 230, OO 
Total, resource development program 2 7, 000 2, 439, 000 168, 000 
General service activities 
Maintenance of bridges financed by others on TVA dan 1. 000 1, 000 
Total expenses, appropriation financed 7,9 1 64, 000 100 
CHANGES IN WORKING CAPITAL 
Inventories and property transfers 
lotal appropriation financed budget 254 OO 190, 822, 000 f 33, 0Ot 


Net effect on budgetary expenditures 12. 858. 000 214, S00, 00 28 058, 000 
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TENNESSEE VALLEY AUTHORITY FuND 


Accrued expen litures by objects fiscal year 1954 





Object classification In Budget Revised Difference 
Estimat 
Average number of all employees 24, 962 23, 104 1, 858 
01 Personal services $126, 597,374 | $120, 320, 839 $—6 276. Bi 
02 Travel 2, 765, 532 2, 648, 532 117, OO 
03 Transportation of things 18, 313, 346 18, 190, 346 123, 000 
04 Communication service 781, 614 777, 614 4, 000 
05 Rents and utility services 1, 631, 774 1, 629, 774 -2, 000 
06 Printing and reproduction 5 650 
07 Other contractual services 32, 488 160, 000 
Services performed by other agencies 3, 800 
08 Supplies and materials 755 10, 472, 000 
09 Equipment , 419 16, 105, 465 
10 Lands and structures , 950 219, 000 
11 Grants, subsidies, and contributions 20, 068 41, 000 
13 Refunds, awards, and indemnities 9, 835 
14 Interest 000 
15 Taxes and assessments 43, 930 13, 000 
Tots] obligations . 407, 423, 000 343, 890, 000 63, 533, 000 
Deduct change in inventories and property transfers 4, 626, 000 4, 626, 000 
Add change in unliquidated obligations 19, 761, 000 55, 236, 000 35, 475, 000 
Total accrued expenditure 22, 558, 000 394, 500, 000 28, 058, 000 


Senator SALTONSTALL. We will put into the record a letter of June 
20, 1953, from Mr. Clapp, requesting amendments to the House bill. 
If there is no objection, that will go in at this point. 

(The letter referred to follows:) 


TENNESSEE VALLEY AUTHORITY, 
Knorville, Tenn., June 20, 1953 
The Honorable LEveRETT SALTONSTALL, 
Chairman, Subcommittee on Independent O flices, 
Committee on Appropriations, 
United States Senate, Washington, D. C. 


My Dear Senator Sattronstauty: Mr. Cooper of the committee staff has 
notified us that a hearing on the TVA budget program for fiscal year 1954 has 
been scheduled for Monday, June 22. This letter is to indicate the items upon 
which TVA would like to be heard by the committee. We will be prepared, of 
course, to try to answer any questions which the committee may have with 
respect to the 1954 program. 

The bill as passed by the House provides for an appropriation of $188,371,000 
as compared with $254,355,000 in the original budget and $190,822,000 in the 
revised estimates. 

Thus the House reduced the revised appropriation request in the President’s 
budget by $2,451,000. Almost all of this amount, $2,209,000, is accounted for 
by the House action to eliminate the entire estimate for, and thus stop, the 
TVA’s resource development program. While this reduction in money represents 
only about 1 percent of the total amount approved, the action of the House, if 
sustained by the Senate, would destroy TV A’s effectiveness as a regional develop- 
ment agency. If the TVA is stripped of these activities and deprived of the 
professional knowledge available in the staff, numbering some 300 people including 
administrative and clerical personnel, the TVA will cease to function as a regional 
agency. We urge, therefore, that the estimate of $2,209,000 be restored. A 
more complete statement of this item is enclosed (statement I). 

We also strongly urge that the language regarding the acquisition of an office 
building and the limitation on salaries of personnel in the District of Columbia be 
stricken from the appropriation bill. Both of these limitations will increase the 
costs to be incurred by TVA in the conduct of its work and are, in our judgment, 
detrimental to TVA’s effectiveness. Brief statements regarding each of these 
items are enclosed (statements II and III). 

TVA makes no appeal from the action of the House with regard to the appro- 
priation for construction of power facilities. The amount approved by the 
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House is the amount incorporated in the President’s revised budget for 1954 
We would appreciate, however, an opportunity to discuss statements contained 
in the report of the House Committee on Appropriations which assert that TVA’s 








ia 
estimates of future power demands are not reliable and that TVA in the past has 
continuously overestimated the future power demands of this regior Che record 
clearly shows that loads which have actually developed have « stently exceed 
TVA’s long-range load estimates presented to the Congress in support of new 
generating capacity. We are enclosing a statement on this matter which we 


would appreciate your incorporating in the record of our he: 
Very truly yours, 


ig (statement I\ 





CFORDON R. CLAPP, 
Chairman of the Board 
Enclosures: 
I. Statement regarding the restoration of the resource development 

program. 

Il. Statement regarding rider banning acquisition of building for use as 
administrative office. 

Ill. Statement regarding maximum salaries in District of Columbia 

IV. Statement regarding TV A’s estimates of power demands 


Il. STATEMENT REGARDING THE RESTORATION OF THE ReEsOURCI 
DEVELOPMENT PROGRAM 


SUMMARY 


The bill in its present form eliminates TVA’s entire resource development 
program. It would stop the following: TVA work with the States, counties, and 
private landowners and timber operators in reforestation, forest-fire control, and 
all other forestry activities; a large part of TVA’s participation with the State 
agencies and rural communities in the development of an improved agriculture 
all soil and water conservation demonstrations in small watersheds tributary to 
the Tennessee River System; technical assistance to valley States in stream 
pollution control; advice to States, counties, and others engaged in the develop- 
ment and use of the recreation and fish and game resources of the TVA reservoir 
cooperative activities to obtain fuller use of valley minerals; the making of topo- 
graphic maps used by a large number of public and private agencies in planning 
and carrying out physical changes in the region; and technical assistance to Stat 
and local public agencies and private organizations in planning the further 
economic development of this region. These activities are described on p: 
58-80 of TVA’s justification material for 1954 now before your committee. The 
budget as originally presented included $2,377,000 for these activities; as indicated 
in our letter of May 18, 1953, to you, this amount was reduced to $2,209,000 in 
the special budget review. The bill new before the Appropriations Committe 
of the Senate contains no funds for these activities 











Summary table 


Agricultural resource development $244, 000 
Forest resource development 654, 000 
Tributary watershed development 705, 000 
Mineral resource development 8, 000 
Reservoir development 286, 000 
Industrial development assistance 33, 000 
Topographic mapping 300, 000 
Analysis of regional business and Government activities 147, 000 

Total, original budget 2, 377, 000 
Less reduction made in budget review 168, 000 
Revised budget ; 2, 209, 000 


Eliminated by the House 000 


to 
to 
= 


NEED FOR CONTINUATION 


tesource development activities bind together what otherwise might be sep- 
arate Federal and State efforts into a joint approach to the development of the 
Tennessee Valley. Although resource development activities account for about 
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1 percent of the 1954 appropriation request, in many ways they constitute the 
heart of the regional program as set out in the TVA Act 

The activities eliminated by the action of the House establish an essential 
link between river control operations and the institutions and people of the 
lennessec¢ Valley between engineering works and the people for whose use such 
works are built. 











The regional program must have tools such as topographic maps, soil maps, 
facts and careful analyses of agriculture, forest, mineral, and water resources 
and their relationship to income and emplovment opportunities Practical 
demonstrations are useful to show landowners, businessmen, and publie agencies 
of the region how to put into practice the results of technical studies. Resource 
development activities help to create conditions under which the TVA reservoir 
lakes can be used for recreation, for increasing fish and wildlife, and for getting 


people to invest in and capitalize on other byproduct values. The Board and 


management of the TVA, to do its work intelligently in flood control, and power, 
and navigation, and chemical process development, must have information on 
population trends and economic and other changes in the valley area } 
budget estimates for resource development, while relatively small, npport 
activities without which comprehensive river basin development is not achieved. 

The methods by which these activities are carried on encourage State and local 
nstitutions to accept increasing responsibility for comprehensive work in regional 
development. In the separate activities emphasis is given to regional leadership 
and responsibility. We are convinced that this furtherance of State and local 
activity in the resource field is the key to lasting accomplishment in regional 
} 





development 

We can point to many examples, over the past 20 years, of initial a 
States in particular activities which have since become parts of State-finance: 
programs (community development, recreation, parks, minerals, etc.). Individ- 
uals and corporations engaged in business in the region have become more resourc¢ 
and conservation conscious, and publie agencies in the area are better staffed and 
better able to carry on when TVA withdraws from some specific phase of the 
developmental job 

This does not mean that the time is ripe for a complete and general withdrawal 
by TVA from all phases of resource development. How well other agencies 
assume increased responsibilities depends in large measure upon the timing of 
TVA withdrawal. Premature withdrawal would jeopardize the progress and the 
Federal investment already made. 

There still are many important jobs to be done. Parts of this valley still lag 
economically far behind other sections of the valley just as the valley itself still 
lags behind most other sections of the Nation. There is now under way under 
the initial leadership of the TVA a significant experiment to determine how im- 
provement to these 1etarded areas can move forward mainly through State and 
local action, with the Federal Government providing preliminary analyses of 
what might be done. In this connection TVA is now giving special attention to 
the development of small tributary watersheds which are in serious difficulties. 
In keeping with its past policy, TVA believes that the States and the local com- 
munities most directly affected should have primary responsibility for tributary 
watershed development programs. While Federal aid for this work has been 
available from several Federal agencies in the past, such aid has been piecemeal, 
with little incentive for local people to plan and carry on a well-rounded develop- 
ment program for themselves. The major purpose of TVA participation in 
tributary watershed programs, therefore, is to find ways in which State and local 
governments and private groups can work together to solve their economic and 
resource-use problems and primarily at local expense. Effective local effort is a 
condition of TVA participation 

If the approach to the small watershed problem being developed by ry \ 1S 
successful, it will offer convineing demonstration to the Nation of local watershed 
improvement with minimum contribution from the Federal Treasury 


sistance to 
] 





CONTENT OF PROGRAM 


Following is a brief description of the various activities which make up TVA 





res yurce de elopment program: 
igricultural resource development ($244,000 

Che productivity and economic stability of the valley’s 300,000 farms have 
been increasing steadily in recent years. TVA activities in this field are designed 


to accelerate and assure the continuation of that trend. 
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Economi analysts o Lile¢ » f L) 
ing problems in the agricultural resour develo} nt f abl rvaA 
the State and local agencies to concentra theirs T 
During the next year sp ul atte \ I le ‘ ) 
which increased industrialization of the val 
farming operations, and re tha litable a ‘ 

Sou survey, 05,000 LVA eo! : l ( i) I 
Agriculture for this worl Soil maps of 32,535 a in 73 
the valley have already n mpl 1 | e ma i i i la é 
to adapt their farm plans 1 r soil, with 1 ' prod al 
improvements in conservatio rractice \lay 22 addit ! 
counties 

Agricultural engineeri? ( (a? , ‘ ! 
conducted under contra t Stat 
aids for overcoming far opera r } i a ) 4 
ture of this regior New and im; 1 ma ( a re ed fron 
this activitv are: Low { ! equ ( ‘ all trate tl t nd 
a mulch seeder. Currer esearch be cor ied next vear i 
projects in mulch seeding, ‘ produ n and ur ! 1 ation 4) 
fertilizer placement under sod and ull grain er 

Research on forage crops and anime na , dol Lt it trom row ¢ 
to pasture and forage crops has brought a rapid increase in livestock productiot 
in the Valley This change has broug th it the need for tio 
cable to the specifie conditions in the _ on forage crops, fertili require 
ments, and animal feeding system Work is under wav at the North Car 
and Alabama State Experiment Stations on feed production systems and the 
effect or various feeds and feeding systems on milk production, weight cha 
and changes of conditions in cattle 

Agric dtural development n problem are 865 O00 Demonstrations ! 
technical assistance are concentrated in small : which have failed to kee 
pace with the generally improving agricultural, forestry, and economic conditio 


of the region. Such a program is now being carried out in Catoosa County, G: 


in cooperation with the University of Georgia and local groups \ major objective 
of the project is to develop a workable administrative arrangement in the co 
for the coordination of the resource development activities of all participat 
agencies and organizations—Federal, State, and local. 
Forest resource development ($654,000 

Forests cover half the Tennessee Valley and contribute over $350 million a 
year to its income. Properly managed, they can produce timber worth a bill 
dollars a year. At the same time they help to keep the topsoil on the land and 
out of the rivers and reservoirs CVA is working with the States and forest 
owners to get more out of the Valley’s forests through better forest management 


and fire protection and through more intelligent use of the timber cut 

Regional forest investigations, $146,000 These investigations get the basic 
facts which must be had to determine the extent and condition of the regio 
forest resource and how to make it produce more. A major item is a continu 
inventory, county by county, of timber quality, growth, and productio 


information is useful to industries seeking timber supplies and to the regi 





institutions and people in determining its capacity to meet growing dem 
forest products 

Assistance 13 fore t prod ( ym. $2388.000 Forest ow . . t mana 
hb tter and sawmillers must get more and better lum 
Valley is to realize the potential billion dolla ym I rv 
cooperatively with other public and private groups, cond ; mo 
forest management, pulpwood thinning, and timber 
owners may see and lear improved method Sa und 
and log vield, air asoning, and grade-vield demonstratio ul ) 
ducted to help the several thousand small sawmill o t p 
their output 

Forest protection, $29,000 TVA Ips tl States rena ‘i 
fire-control demonstrations, help in controlling forest disea ! i 
demonstrations of aused by grazing forest land 1 
logging methods. -one valley counties still have 
tion, and protection is inadequate in many others In 1 pi CVA 
on educational work to arouse local interé I 


for fire protection 
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Valleywide reforestation, $129,000.—One and one-half million valley acres 
needed reforestation in 1933; 200,000 acres have now been reforested and about 
15,000 acres more are being planted each year. TVA operates 2 forest nurseries 
which produce most of the seedling trees used: 26 million will be raised next vear 
State agencies do the promotional work for reforestation and landowners plant 
the trees. 

Forestry development in problem areas, $96,000 “ome areas in the valley have 
particularly large and acute forest problems. In these areas, TVA intensifies 
its focestry activities previously described to focus local attention on developing 
the potentialities of these forests. Nine such areas are marked for special at- 
tention im 1954. 

Wood hydrolysis research, $16,000.—Wood hydrolysis offers a way to use low- 
grade wood and wood wastes to make molasses and other products. United 
States Forest Products Laboratory does the basic laboratory work; TVA does 
pilot-plant research in its chemical laboratory at Muscle Shoals; and State 
agrienitural experiment stations test the molasses for livestock feed 


Tributary watershed developme nt ($705,000) 


There are smaller tributary river basins within the Tennessee Valley (as in 
other parts of the Nation) with unusually difficult problems of land and water use 
Their uplands are washing away, creeks get choked with silt, bottom lands are 
often flooded, and evidence of deterioration is on all sides. These areas have 
failed to keep pace with economic progress of the rest of the valley and their 
income levels are perhaps 60 percent of the valley average and 40 percent of the 
national average. These areas are a drain on their States and on the Nation. 

TVA is concerned with helping the people who live in these areas find ways to 
restore a sensible balance in the use of land and water and to rebuild economic 
strength and productiveness. The problem is to get the local people, working 
through their farm community organizations and other local bodies, to plan, 
control, finance, and carry out the work to be done. But they need some outside 
help, and local leaders should expect and get help and direction on their watershed 
problems from the States instead of going first and always to the Federal agencies 
A key in the method TVA has begun is to build the strength in State governments 
in the valley needed to provide effective leadership. Initially TVA makes hasic 
watershed surveys and helps to finance some demonstrations. Ultimately TVA 
would furnish only basic technical data and other assistance which, as a regional 
Federal agency, it is peculiarly able to provide. 

Small watershed problems are largely local; the direct benefits are local; solu 
tions should be planned and worked out locally, under effective State leadership 
In the long run, Federal participation—though it may be of key importance 
should be a minor element. Practical development of a workable arrangement 
to accomplish this is the goa) of TV A’s small watershed program 

Basic investigations, $187 ,000.—Research data on the effect of various land uses 
and watershed changes on stream flow, siltation, ground water, and related 
matters are lacking for the successful planning of watershed-improvement work. 
Data are useful regionwide and are collected and analyzed by TVA. The research 
covers (1) carefully controlled projects where a single crop or land use is tested 
on watersheds of generally less than 100 acres; (2) alternate whole farm systems 
(e. g., dairy farming versus cotton farming) on a watershed of perhaps 200 or 300 
acres; and (3) careful measurement of the effect on water and on farm income of 
improved land use on a group of 10 or 15 practical farms in a watershed of 1,000 
acres. Data available from other sources are not generally applicable in this 
region and, for the most part, have been collected from plots so small as to have 
limited usefulness. 

Chestuee watershed, $277,000.—This first demonstration attempted was begun 
in 1951. It covers a watershed of 134 square miles. Work is conducted through 
contracts with the State university, the State departments of health, education, 
and conservation, Vanderbilt University, and informal arrangements with many 
other groups. The interrelation of better land and water use with problems of 
income, employment, industrial development, public health, education, and 
similar matters is being worked out by representatives of many local and State 
bodies. 

Beech River watershed, $129,000.—The major experiment in this project is one of 
administrative method. TVA furnishes less financial assistance than in Chestuee, 
and planning the project is in the hands of a local committee headed by a county 
judge, 
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Other watersheds, $112,000.—Beech River and Chestuee Creek are both in 
Tennessze. Reconnaissance surveys of problem watersheds in other vailey States 
are planned as a basis for interesting those States in improvement programs. 
Mineral resource development ($8,000) 

Until 1947 this region had no laboratory for minerals research and testing 
TVA established such a laboratory in cooperation with the University of North 
Carolina and has made small annual contributions toward its operation which 
were expected to continue through 1955 After 1955 the university will operate 
this facility for use of all valley States at no cost to the Federal Government 
Reservoir development ($286,000 

TVA carries on these activities in order that the investment in TVA reservoirs 
will be of maximum value to the people of the region over and above the benefits 
of navigation, flood control, and power 

Fish and game investigation, $85,000.—-In order to keep up-to-date information 
on the extent and species of fish in the reservoirs, TVA conducts creel censuses, 
tagging, and spot sampling. This information enables TVA to know the effects 
on fish of reservoir drawdowns and other operations The information is also 
used by State fish and game agencies in promoting recreational and commercial 
fishing. Sport fishing in the valley generates private business income of $10 
million annually. TVA also cooperates with State agencies and the United States 
Fish and Wildlife Service in the establishment of refuges on TVA reservoirs 

Stream sanitation investigations, $95,000.—TV A identifies stretches of the river 
which are badly polluted and discovers the sources of pollution—maintaining a 
continuous inventory of water quality of the river. This information helps TVA 
to know the effects of its own operations on pollution, assists industries needing 
large water supplies, and helps the States in pollution abatement and control. 
TVA is working toward creation of a regional stream sanitation council to speed 
up corrective measures and to provide an organization to work on interstate 
problems. 

Recreation development, $106,000.—The recreational assets of the TVA lakes 
have been developed by State and local agencies and private business and indi- 
viduals with very little Federal expenditure. TVA has made no investment in 
recreation facilities except for a few demonstration parks which are now operated 
by local agencies. 

tecreation development funds are used for a small staff of recreation technicians, 
mostly located in the reservoir areas, to work with local agencies and individuals 
in helping them to plan and develop recreation facilities on the TVA lakes; these 
employees also make arrangements for lease of TVA lands for recreation purposes, 


9 
; 


including 18,000 acres of parks, over 100 boat docks, and 29 group camps 


Industrial development assistance ($33,000) 

Through this activity problems of economies, labor supply, and similar matters 
of regional scope are analvzed for their effect on the industrial growth of the region. 
Projects under way include a study of industries for which Tennessee River 
locations offer special opportunity, and an analysis of the region’s labor resource. 
Facts developed in such regional analyses are useful to State and local development 
agencies in planning their industrial futures; and to businessmen who need such 
facts to make sound appraisals of business expansions and other matters vital 
to their operations. 


Topographic mapping ($300,000) 


Topographic maps of the valley are indispensable to TVA in carrying out its 
activities and are extremely valuable to industry, State and local agencies, and 
other Federal agencies in planning and carrying out physical improvements in 
the valley. Maps have been completed for 32,000 square miles of the total 47,000 
square miles in the valley; an additional 3,600 square miles would be completed in 
1954. Maps for 10,000 square miles are in various stages of production. 


Analyses of regional business and Government activities ($147,000 


In order to plan and carry out its program in navigation, power, and experi- 
mental chemical operations, TVA needs information on such matters as regional 
income, employment, industrial activity, and population trends. These data 
help both TVA and the local agencies in identifying the geographic areas and the 
physical problems in the valley for which resource development measures are 
most badly needed. Specific studies are made on matters of current importance 
to the development of the region; for example, next year an analysis of the relation 
of industrial employment to part-time farming is planned 

TENNESSEE VALLEY AvuTHOoRiITy, June 20, 1958. 
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II, StravEMENT ReGarpDING Riper BANNING ACQUISITION OF BUILDING FOR | 
AS ADMINISTRATIVE OFFICE ‘ 


The appropriation language for TVA as passed by the House includes a pro- 
vision prohibiting the use of any TVA funds for acquisition, directly or indirectly, 
of a building ‘‘for use as an administrative office’ until repayments of the Federal 
Government’s investment in the power facilities of TVA exceed annual appro} 











tions for power purposes The purpose of this prohil ition, as ind ated in the 
House committee report, is to prevent the TVA Board and certain of l s 
trative staff from transferring their offices from Knoxville to Muscle Shoal 

TI e TV A Board propos to move to Muscle Shoals b cause it will ave m 
and add to the efficiency of TV A’s work 

This transfer has a long history. At the time TVA was established, it wa 
generally assumed that the permanent headquarters of the Board would be on 
the Government reservation at Muscle shoals. But when the Board took un its 


duties, it found that its most pressing job was the construction of Norris Dam 
and the preparation of plans for structures on the upper tributaries of the Tennes- 
see. This suggested that for the time being Knoxville was a better location for 
the Board than Muscle Shoals. 

Fourteen years ago, within three years after the completion of Norris Dam, the 
Board of Directors concluded that the administrative advantages of remaining in 
Knoxville had largely disappeared, and that the time had therefore come for the 
move to Muscle Shoals. In 1940, funds were requested of the Bureau of the 
Budget for construction of office facilities at Muscle Shoals. The request came 
to the Bureau in the autumn of 1940, after the fall of France, when materials short- 
ages were already developing as a result of the stepped-up production program. 
So the allowance was postponed. World War II, of course, further delayed the 
move, and during the war years, when there was a heavy concentration of work on 
the tributaries, Knoxville was a reasonable location. 

In the spring of 1946, in connection with the TVA appropriation bill for 1947, 
the Congress approved an item for carrying out initial planning for office faciliti 
at Muscle Shoals. The record of the hearings includes a copy of the justification 
presented to committees of the House and Senate and testimony by the Chairman 
of the Board, then Mr. Lilienthal, reaffirming the Board’s decision to move 

Again, in January 1947, it was indicated to the Senate Committee on Public 
Works that the TVA Board and major staff could function most effectively from 
Musele Shoals. 

Subsequently, Federal budget policy restricted or prohibited capital require- 
ment where other means of financing could be obtained. Therefore, TVA, 
though it had received money for planning the office facilities, did not request 
funds for construction. Consequently, in the spring of 1950, TVA’s General 
Manager recommended to the TVA Board that proposals be solicited from private 
builders who might be interested in providing space and leasing it to TVA An 
acceptable and advantageous proposal was obtained, but prior to its formal 
acceptance the outbreak of hostilities in Korea and the increased drain of military 
requirements on steel and other materials made it obvious that the project should 
not go forward for the time being. In order that the arrangement might be 
carried out with least delay, letters were exchanged with Mr. Wallace 8. Pitts, 
who submitted the most favorable proposal, recording the understandings reached 
before the plan was deferred. 

In the early spring of 1952, when it became apparent that the steel shortage 





was likely to be eased soon, negotiations were resumed, and resulted in an agre¢ 
ment signed on behalf of the TVA Board March 10, 1953 Under this lease ar 
rangement a heavy capital expenditure at this time is avoided. 


in units scheduled to be transferred to Musele Shoals have 


known for vears that their location in Knoxville should be considered a 





Aithnou 1employees 


m- 


porary, and the Board’s intention to move has been repeatedly expressed, an- 


nounecement of the si brough an immediate reaction 






ning of the lease agreement 
Knoxville Chamber of Commerce and other local groups 


o 
The Bureau of the Budget was asked to intercede and to void the lease agree- 





ment The Bureau found, on the basis of study, that the lease agreement 
was a favorable one. It did not, however, express a judgment on the merits of 
the move. 

The reasons for the move were explained at length in the House subcommitt« 


hearings (see p. 1239 et seq., House hearings on independent offices appropriatior 


for 1954, pt. 3 These reasons are summarized below. 
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The move will place the Board, with its managerial staff, closer to the places of its work 
Muscle Shoals is a central point on the river, 259 river miles from the mou 
NT. J 


371 from the head of navigation at Knoxville. It is closer to Nashville, th 
of Tennessee, than Knoxville, whether one goes by highway, by rail, or by air 














When one goes from Knoxville to Memphis on the Southern Railway, he passes 
through Muscle Shoals It is 34 air miles closer to tl geograpnh i cent r r f the 
State of Tennesset thar Knoxville, and 125 ir miles closer to the cent r of the 
TVA power service area. These figures mean less time spent in getting from head- 
quarters to the jobs in the field; a saving in time means a saving in money and 
improved performance of the work 
There are at present three major centers of TVA’s adr strative wor 
Muscle Shoals, Alabama, and Chattanooga and Knoxville, Tenn. Musele Shoals 
is headquarters for the Chemical Development and Chemical Operations Divisions, 
as well as the Alabama Power District, an area office of Division of Reservoir 
Properties, the malaria control and occupational hygiene laboratories, a district 
forestry office, 1 of 2 TVA forest nurseries, and the central power warehouse and 
system service shop organization. The physical facilities in this area includs , 
Wilson hydro and steam plants, the central warehouse and facili 
for the entire power system (completed in I‘ the fer i re 





among the largest in the country), and the new chemical rat buildi 
completed in 1951. As of February 28, 1953, there were 2,727 employe in the 
Muscle Shoals area, inclucing construction employees 

At Chattanooga there is located the headquarters of the power organizations, the 
Division of Property and Supply, the maps and surveys organization, an ar 
office of the Division of Reservoir Properties, a district office of the Divisi 
Forestry Relations, and the headquarters office of Health and Safety (which is 
the only group now in Chattanooga involved in the scheduled move). The total 
number of employees on February 28 was 2,210. 

Physical facilities in the immediate Chattannoga area include Chickamauga 
and Hales Bar dams. In the city itself, physical facilities are confined largely to 
electrical equipment involved in this nerve center o 

At Knoxville, where 2,379 employees are located, there are several offices which 
are not involved in the proposed move; these are the engineering divisions, tl] 
eastern power district headquarters, and an area office of the Division of Reserv 
Properties. The principal staffs involved in program work which would be move 
are the staffs engaged in agricultural relations work and in navigation 

The work of the Division of Agricultural Relations centers around the chemical 
research and production activities at Muscle Shoals. It is the staf 
for determining how the research and production facilities at the Shoals can best 
be related to the problems of soil and land management 

It has long been clear that the Division of Agricultural Relations should be 
transferred to achieve better integration with the fertilizer operations at the Shoals, 
and it would have been transferred years ago if its activities had not also required 
frequent consultation with the Board. Action on this transfer therefore was 
postponed to permit it to coincide with the Board’s move 

There is an analagous situation with respect to navigation. In Knoxville, this 
staff is based at the extreme upper limit of navigation. Muscle Shoals is much 
nearer the center of the system and the activities with which the staff is cor 








it the power system. 











cerned. The center of transportation use of the Tennessee River is at river 
mile 270, which is 377 miles from Knoxville, 14 miles from Muscle Shoals 

It has also been clear that the Division of Health and Safet now divided 
between Chattanooga and Muscle Shoals, should be lidated a F r 
location, where its laboratories are located. This move too has been postponed 
in order that it might coincide with the moving of the Board 

The management service units scheduled to move include Personnel, Law, 
Finance, Regional Studies, and the headquarters of Reservoir Propertie These 
too need to be located closer to where the work goes o The kev factor respo 
sible for the success of TVA’s program operations to date is the fact that TVA 
management service employees have kept close touch with the people actuall 
doing the job in the field. The location at Muscle Shoals is better for this purpose 
than Knoxville. 
The move would increase operating efficiency 

It would bring together under one roof staffs now scattered about in 5 different 
buildings in Knoxville and 1 in Chattanooga Communication between staf 


would be better, coordination of work made easier 
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Number of employees involved 


The people presently employed in organization units which would be moved 
number about 535, of which 500 are in Knoxville and 35 are in Chattanooga 
Those in Knoxville constitute less than one-third of the office employees there 
Many of them are messengers, file clerks, and secretaries, some of whom will not 
wish to move. ‘The transfer of those who do make the move should occasion no 
major impact upon either Muscle Shoals or Knoxville. The total number is 
considerably less than the number of TVA employees who transferred from one 
point in the valley to another last vear as a matter of routine. There have been 
2,075 transfers of official station in the past 4 vears; in 1952 alone there were over 
700. 


Particulars of the lease agreement 


The lease agreement entered into on March 10, 1953, with Mr. Wallace S. Pitts 
provides that a building will be constructed by the lessor at his expense and that 
VA will lease the building for 20 years. Rentals are based on a firm cost figure 
of $3,720,000. The building will have 120,000 square feet of net usable space, 
i. e., space exclusive of corridors, stairwells, washrooms, and so forth. The base 
rental for the first 10 years is $299,507 per year; $228,850 per year for the second 
10 years, or an average of $264,178 per year. At the end of 20 vears, the building 
becomes the property of the Government without further payment. In addition, 
the Government has the option at any time to buy the building at the base price 
less the amount of the cost amortized through rental payments on a 4 percent 
amortization basis. 

The annual gross rental per square foot, including insurance, taxes, services, 
and amounts credited to the option price, is $3.68 for the 20-year period. This 
figure, including as it does amounts credited to the option price, is consistent with 
prevailing rentals for space of similar quality in which the tenant acquires no such 
credits. Direct comparisons with Knoxville cannot be made since no comparable 
space exists there. Space of this character in Washington runs from $4 to $6 per 
square foot. 

Without the option credits, but adding depreciation, the rental would be about 
$2.62 per square foot. This figure of $2.62 for modern, first-class, air-conditioned 
office space, designed for TVA’s specific use to promote maximum efficiency in 
operation, may be compared directly with average rentals of $2.54 per square foot 
TVA pays in Knoxville for scattered and much less desirable space, most of which 
is not air-conditioned nor designed for TVA’s efficient use. 

In the House debate on the appropriation rider, statements were made that this 
agreement involves a commitment of about $7 million. The figure is arrived at 
by multiplying the annual rental by the term of the lease and adding estimated 
costs of maintenance, taxes, and insurance for a period of 20 years. These costs 
less the depreciated book value of the building at the end of 20 years, plus the 
estimated costs of moving employees, files, and furniture, produce a figure of 
$6,212,560. 

The costs of not making the move are difficult to estimate precisely. The 
greater overall efficiency which will be gained from the new location and the 
consolidation of personnel under one roof would in itself be worth the gross cost 
of occupying the Muscle Shoals building for 20 years. But against those costs 
must be balanced costs now incurred in Knoxville and Chattanooga. Assuming 
no rent increases (a hazardous assumption, since rents have increased an average 
of 20 percent in the past 4 years) TVA would pay $4,747,280 in 20 years for the 
space now occupied by employees scheduled to move. If the House language 
prevails, destroying TV A’s bargaining position with Knoxville realtors, this figure 
is obviously fiction. 

The new building would allow certain consolidations to be made at Muscle 
Shoals. Very probably the old wooden buildings called “‘first quarters,’’ which 
now house 97 employees, would be abandoned. Occupancy of these structures 
now costs about $35,138 per year. Avoidance of these costs for 20 years would 
save $702,760, which should be applied against the costs of the new building. 

Of the 122,148 square feet of floor space represented by first quarters and 
space rented in Knoxville and Chattanooga which would be given up upon com- 
pletion of the new building, only 31,803 square feet is now air conditioned. TVA 
has delayed a general program of air conditioning in anticipation of the proposed 
move. The 20-year cost of air conditioning for the 90,345 square feet of non- 
air-conditioned space (figured at 50 cents per square foot per year) is $903,450. 

The above figures add to a total of $6,353,490, or $140,930 more than the 
20-year costs of occupying the new building at Muscle Shoals. It thus is clear 
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that the lease agreement is a favorable proposition even if the matter of overal 
operating efficiency, which is the real reason for the move, is given no weight 
whatsoever. 
For these reasons, we ask that the Senate strike this provision from the bi 
TENNESSEE VALLEY AvuTHORITY, June 20, 1953 


III. SrarTeMENT REGARDING MaAxiMuUM SALARIES IN Dtistricr or COLUMB 


‘* * * no funds available for expend 


The bill includes the following provision 
ture by this agency shall be used for the payment of the salary of any employee 
the District of Columbia at a rate in excess of $8,000 per annum Chis prov 
sion, if concurred in by the Senate, will greatly increase travel expense and the 
overall cost of administering the TVA program. 

While all of TVA’s activities are carried on in the field, frequent contacts ar 
required with the Executive Office of the President, various regulator bodies suc! 
as the Federal Power Commission and the Interstate Commerce Commissiotr 
most of the executive departments, various committees of the Congress, and 
foreign embassies in Washington. 

For this work, TVA maintains a small office in Washington. The present staff 
consists of 1 senior staff member, who carries responsibilities of an assistant general 
manager, 3 stenographic and clerical employees, and, as occasions require, 1 or 2 
student messengers who work on an hourly basis 

The present arrangements have been carefully developed to insure greatest 


efficiency at lowest cost. There are other wavs in which the work could be or 
ganized. TVA could conceivably station a number of junior staff member 
Washington, each selected for his familiarity with some phase of the TVA p1 


gram and capable of handling the more routine matters affecting those prograr 
This would cost more money than the present arrangement, and it would meat 


that members of the Board, the general manager, and division heads would 
necessarily make many more trips to Washington than they do. ‘This would take 
them away from their jobs in the field and incur additional travel expense. O 





trip to Washington costs from $75 to $100 exclusive of the time of the individual 
who makes the trip. 

Unless this more costly way of doing business is to be adopted, there must be 
in charge of the office a senior staff member who has an intimate knowledge 
all phases of the program and who is able to provide, orally or in writing, qui 
and accurately, information requested of TVA. This staff member must a 
represent the TVA in dealings with other agencies and resident embassies and 
legations. (Some 2,500 foreign nationals now come to study the TVA progran 
each year. Many of these are high Government officials and persons whose study 
programs in the United States are sponsored by Federal agencies. Arrangements 
for most of these visits are made through the Washington office.) 

For greatest efficiency and to avoid travel and per diem expense, the individual 
responsible for the work of the Washington office ought to be stationed in tl 
District of Columbia. This would be prohibited by the proviso in the bill as 
passed the House. 

The language of the salary limitation would handicap TVA in other respects 
As specific needs arise from time to time and for periods of several months, TVA 
stations professional people in Washington when this can be done cheaper and 
better than through temporary assignments on per diem. We now have one 
such person located in Washington—an engineer who maintains liaison with the 
Department of Defense and other Federal agencies on matters related to the 
mapping which TVA does for those agencies on a reimbursable basi I 
mapping work presently costs about $1.5 million a year and carries a high securi 
classification. By stationing an engineer in Washington we avoid the necessity 
of sending representatives from our mapping organizations in Chattanooga to 
Washington with travel and per diem expenses. This would add considerably 
to the cost of the present arrangements, and lessen their effectiveness Another 
example of this type of assignment to the Washington area occurred wl! 
materials controls were in operation and we stationed two members of our pro- 
curement staff there to handle such matters. Although none of these functio1 
presently require services of employees at rates above $8,000, the limitation could 
preclude TVA from making economical and effective arrangements for work of 
this nature. 

We urge that in the interest of economy and efficiency that this proviso b 
eliminated from the bill 

TENNESSEE VALLEY AvuTruoritry, June 20, 19538. 
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IV. STaTreEMENT ReGAarpING TVA’s EstimMaTes or Powsr DEMANDS 


In each of the last several years TVA has presented to the Congress its estimates : 
of power demands to be expected 3 to 4 years in the future The following table j 
shows these estimates, which were presented when new capacity for the year in 
question was first under discussion 


Shown in the table for comparison with the estimates are the demands which 
have actually developed to date: 


In each case the demands that have developed exceeded the original long-range 
estimates. It is already as nearly certain as s1 matters can be that demands 
developing for the next 2 years will also exceed the estimates 

Forecasts made as far in advance are not a matter of record for the vears before 
1950, but a review of 2-vear forecasts reported by TVA to the Federal Power 


Commission provide the following additional information: 





[Millions of kilowatts] 


Estin t 
F by \ Act ! 
Year 4 : . ie nd 
1947 2 
148 y 
1949 2 


The reason for the demands exceeding the long-range estimates is the develop- 
ment of more new loads—often of a vital defense character—than can be foreseen 
as far in advance as it is necessary to plan new power capacity for orderly, econom- 
ical construction. Experience shows that for adequate service and in the interests 
of national security, some margin of capacity over estimated demands should be 
provided. 

The House Committee on Appropriations has expressed the opinion that TVA 
has been overestimating demands and that demands in 1956 are therefore likely 
to fall far short of TVA’s estimate. This opinion was not based on a study of the 
comparable previous long-range estimates which are tabulated above. Instead, 
it was based upon a review of short-range (l-year) forecasts, using figures obtained 
from the Federal Power Commission which, unfortunately, were not accurate 
and not correctly interpreted. 

The 1-year forecasts have little bearing on the planning of new capacity, but are 
tabulated below, with the actual demands, because of the reference to such esti- 
mates by the House Committee on Appropriations.! 





Millions of kilowatts] 





Estimate 
, by TV Actual Load as , Actual 3 
Year 1 year in demand curtailed Yeat demand l 
advance 
1941 0.7 0.8 0.8 1947 2.1 2. 1 
1042 1.6 1.4 l 1948 2.3 2.4 
1943 1.8 1.6 1. 6 1949 2.7 2.3 
1944 1.8 1.6 1.6 || 1950 2.9 3.0 
45 l 1.8 1.8 1951 4.0 3.7 
46 1.7 2.0 » 0 1952 4.9 4.1 





Hearings on Second Independent Offices Appropriations for 1954, pt. I, pp. 222-223. 
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It will be seen that, in fact, these short-range estimates, which are made after 
there is knowledge of most newly developing loads, have been too low or too hi 
about equally often, as might be expected. 

The actual demands for each year are shown in the table in the column foll 


ing the estimate. Actual demands are rarely exactly in the amount anticipated 
in even shorter-range forecasts, for they are subject to uw rtainties of weather. 
industrial conditions (including strikes, etc.), and other variable factors Part 
the necessity for a margin of capacity over estimated demands lies in the unpre- 
dictability of such factors 

When there is not ample capacity, it may not be possible to meet demand 
Then loads must be curtailed, This is most readil one by the exercise of rights 
of curtailment reserved in contracts with the larger industrial cor er ne- 
times more drastic measures, wit evel ore serious I puence ire 
Chere has been SOT curtailment otf | ad l the PVA { n re 
because capacity was too limited to yply all dema na normal ba 
loads supplied after curtailment are shown in the last column of the table rt 
loads, which are less than the power demands by t imount of rtailn 
erroneously compared with the « nated demands it re 


hearings. 


In summary, actual demands have exceeded TVA’s short-ra est tes at 
least as often as thev have fallen short of ich estimates: actua lemand 
consistently exceeded TVA’s long-range estimates presented to the ¢ 
support of new generating capacity 

TENNESSEE VALLEY AurHoriry, Ju? y, 19 


TVA ACCEPTANCE OF HOUS DECISION 


Senator Satronstaty. What we have done, Mr. Clapp, in this 
committee, and as I think I told vour representative when he came 
to see me, is to put in these overall statements which present the 
of the agency, and then ask the agencies’ heads to make any com- 
ments they may have, and be prepared to answer any questions that 
members of the committee may ask I would say that it is my 
understanding that the agency, the TVA, accepts the House decisions 
with the exception that you urge that the sum of $2,209,000 be 
restored for the resources development, and that you also request 
that the language regarding the acquisition of an office building and 
the limitation upon salaries of personnel in the District of Columbia 
be stricken from the appropriation bill. With those exceptions, and 
an opportunity to comment on the report of the House committee, 
are you satisfied with the action of the Hous 

Mr. Crapp. That summarizes our views with respect to the House 
bill very well, Mr. Chairman 

Senator SALToNsTALL. So that we can proceed on the theory that 
you are satisfied with the House bill with regard to the money, except 
that you would like to see $2,209,000 be restored, and that you wish 
to discuss and to have stricken by this committee the elimination 
of an office building and the personnel in the District of Columbia, 
is that correct? 

Mr. Cuarr. That is correct, Mr. Chairman. 

Senator SautonsTaLLt. Have you any comments to make at this 
time, or highlights, you might say? 


DETERMINATION OF POWER ESTIMATES 


Senator Huu. There is another matter I want to aks him about, 
that I guess he will go into, and that is how he arrived at his power 
estimates and that leads into the question of construction of the 
Fulton Steam Plant. 


35308—53——-7 
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Senator SALTonsTaALu. I understood that the issue, presumably, 
by members of the Senate, where there was opposition, was on that 
Fulton Steam Plant. What I was trying to do, Senator Hill, was to 
narrow the issue as far as I could, and then we would proceed from 
there. 

Now, Mr. Clapp, have you any particular comments that you would 
like to add to the statements which are in the record? Perhaps the 
pertinent thing would be to tell us why you need $2,209,000 and why 
you want these language revisions taken out. Then it seems to me 
we will be down to the broad general line of should we or should we 
not include the Fulton Steam Plant. 

That is the controversial issue, is it not? 

Senator Kerauver. Mr. Chairman, I am uot a member of the sub- 
committee, of course, and I do not want to interrupt, but could I get 
one thing clear? 

Senator SALTONSTALL. Certainly, senator. 

Senator Kerauver. Mr. Clapp said that the TVA was satisfied 
with the recommendation of the Bureau of the Budget. That is by a 
law that requires the agency to accept the Bureau of the Budget’s 
estimate, is that correct? 

Senator SatTronsTALL. Well, if Mr. Clapp wants to answer that 
question at this time he can do so. Perhaps he can do it very briefly 
Then if we could follow out this procedure, the Chair will appreciate it 

Senator Kerauver. I just did not want any misinterpretation 
about what his meaning was. 

Mr. Cuapp. The word “satisfied,” Mr. Chairman, may have a 
slightly different meaning in the context of this hearing than it might 
normally have. We are bound, of course, to support the President’s 
budget. The President’s budget as it was presented to the House in 
revised form did not include some recommendations with respect to 
power supply which we considered very important and still do. Con- 
sequently, when I by my silence acquiesed in your reference to the 
question whether we are satisfied with the bill as it passed the House 
except for the notations made in my letter to you of June 20, I mean 
by that that we are not appealing anything in the House bill other 
than these three items. 

Senator SALTONSTALL. That is the way I understand you to mean it 
We will not go into as to whether you are personally satisfied or not. 
As an agency’s head you accept the figures with these two exceptions? 

Mr. Cuiapp. That is correct, sir. 

Senator Hitt. Mr. Chairman, may I say as an agency head he has 
no choice. He accepts the Budget Bureau’s figures. He comes to 
this committee and can advocate those figures. He cannot come here 
and ask that we go over the Budget Bureau, as I understand it. 

Senator SALTONSTALL. The Chair will not go into a controversy 
with the Senator on that question. The Chair is very earnestly trying 
to get these two requests straightened out and then we can go into the 
main subject that I know the Senator from Alabama is interested in, 
as also is the Senator from Tennessee. 

Now, Mr. Clapp, why do you need $2,209,000 that the House struck 
out? 
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FUNDS FOR TVA RESOURCE DEVELOPMENT WORK 


Mr. Cuaprp. The item, Mr. Chairman, of $2,209,000 is all of the 
amount that was in our budget for a group of activities and programs 
in the Tennessee Valley that we classify as resource development work 
This is not a reduction in our estimate, it is the complete elimination 
of all of the funds that would permit us to carry on that work 

Senator SALTONSTALL. If you had those funds in the budget, what 
would vou do with them in the fiscal vear 1954? How would the 
be spent? 

Mr. Cuiapp. The three major fields in which that money is spent 
are cooperative projects with the States and local agencies in the field 
of agricultural resource development, iorest resource development 
designed to bring about an improvement in the programs of the 
States and the localities and private landowners in the protection and 
management of the forest lands of the region—and in demonstration 
work that we have begun in the last few vears in tributary watershed 


areas. 


There is in the budget too a small amount for minerals resource 
development. a relativel small amount fo re rvoit developmei 
and for industrial development assistance And then, also, there is 
program of topographic mapping to complete in the next few vears 
the mapping of the watershed of the Tennessee River System. That 
is all spelled out in some deta | on page 2 of the attac hme nt to state- 
ment I, which is a part of the letter added to the record 

AGRICULTURAL RESOURCE DEVELOPMENT 

senator SALTONSTALI el me ask you this questio \I Cla 
Looking over that summary on page 2 of the statement that | 
just stated, or mention let us take them up one by on 
agricultural resource development, whv is that work not now 


done by the Agricultural Department? 

Mr. Crapp. The Department of Agriculture, Mr. Chairman, in its 
work in the Southeastern region generally is carrving out some pro 
grams that are common to the Nation and to other parts of the 
country. Our work is more precisely drawn to fit the problems of the 
region—problems that are peculiar to the agriculture of the Tennesse: 
Valley. For example, we would like to continue to spend a small 
amount of money completing the soil survey that we have been 
carrying on with the United States Department of Agriculture to get 
soil maps completed in the watershed area. We need to make some 
special economic analyses of the agricultural problems of that area 
and to make a special study, for example, of the effect of industrial 
development that is taking place, slowly but surely, in the Tennesse¢ 
Valley area. We need to know the types of farming that go best 
with that kind of development. Another special problem that the 
State agricultural colleges and experiment stations are beginning to 
become more interested in is the relationship between special types 
of forage crops and the growth of the livestock industry. Studies 
are needed that are tailormade to the particular problems of the 
topography and soil conditions of that area. 
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COOPERATIVE ARRANGEMENTS WITH USDA 


The United States Department of Agriculture has cooperative 
arrangements with the State agencies in the Tennessee Valley area 
but it is more along the lines of a generalized national program 
These TY A activities are desig oned to pinpoint the development of 
needed agricultural improvements in the area. 

Senator ELLENDrER. Are there not many soil-conservat 
within the Tennessee Valley area? 

Mr. Cuapp. There are some, ves. 


ion districts 


Senator ELtenpser. Is that work carried on in cooperation with 
the farmers in that ; tan and the De part ment of Agriculture? 

Mr. Ciarp. That bas been coming in slowly in some parts of the 
valley. 

Senator ELLeNpER. But it could come in, if you organized the 
whole valley into districts, could it not? 

Mr. Cuapp. Presum: bly it could. 

Senator ELnenper. Why have they delayed it? Why have they 
neglected it? Is it to let the Government ¢ arry the load? ‘ 

Mr. Ciarr. The State land-grant colleges have been working very 
closely with the TVA in an attempt to develop a program that is 
really tailormade to their own region. We have urged them to do 
that. ‘the approach of the Soil Conservation Service, by and large, 
has been to develop and apply a generalized program that may be 
more centrally run than locally run. At least that is the attitude of 
the land-grant colleges of the area in which we operate In spite of 
this the Soil Conservation Service is coming into the Tennessee Valley. 


EFFECT OF TVA WITHDRAWAL FROM PROGRAM 


Senator ELLENDER. Do you not think that if the TVA would get 
out of the program more farmers would come in and more of these 
districts would be organized so that this work could be carried on 
as in other parts of the State of Tennessee? 

Mr. Cuapp. That might very probably happen. 

Senator ELLeNpgER. | think it would happen. 

Mr. Crapp. I think actually, Senator, if the TVA is forced to 
withdraw from this cooperative work with the States in agriculture, 
the result will be a greater expenditure of Federal funds in agricul- 
tural development programs than is otherwise the case. We have 
been working hard to get the State agencies and local communities 
and local rural areas to put more of their own funds into these pro- 
grams, and to make it possible for us to decrease the amount we are 
putting into their research, experiments, and demonstration programs. 
Actually, that is the history of it. 

Senator SALTONSTALL. Have you finished? 

Senator ELLeNpER. I have nothing else to add except to state that 
if let alone, with no further aid from the TVA appropriations, it is 
my conside red judgment that districts would be organized, the same 
as they have been organized in other parts of Tennessee, Louisiana, 
and Mississippi, and this work could be carried on just the same as it 
is carried on in places outside the Tennessee Valley Authority. 

Mr. Crapp. I think that is probably true, Mr. Chairman. And 
I think also that is going to mean a more expensive way of doing the 
work. 
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Senator Hiti. Let me ask this question, sir: The Senator fror 
Louisiana is not only on this committee, but also on the Ac ricultural 
Committee Under the Department of Agriculture, do we not | 


special projects like that pro] t m Mississ ppl, spe al soil-cor 
tion projects, and the Yazoo project in Mississippi? 

Senator ELuenperR. They are all handled as far as I know 
the same method, that is, throu h Soil Co mm service 


Senator Ellend Ther some s pro 
Instan< thev hav 1 co { 1} Stat h 

little more mone\ But it is all carried und t] 
program. 

Senator S ONS Lr. Ne \ ( ) | 
get on to the main issues as oO 

FOREST RESOURCE DEVELO 

You have another { ire of $654,000 here for fe st resours d 
opment, tributary watershed development $705,000 
developme1 S286, 000: tL topographic n iT > »OUU \ 
of regional business and Government activities $147,000 ts al 
I assume that the same era asoning is b a ur advocaeyv o 
the agricult. ral, that it 1s somet] r 1O lL in tl enn e Vi 
area, and that vou are trying to give more detail information to tl 
people of that area than would be ordinarily gotten from the Federal 
Bureau of the Department of th Interior, the Department of Ag l- 
culture, or anv other Federal agence ‘a that.carreet 

Mr. Ciape. That is right, Mr. Chairman \ may | 
additional statement about all of these items in this budget We : 
an agenev that is localized in our work in that particular region We 
have handled a substantial Federal investmet and we thi W I 
and well, in making the river a more useful instrument in the develop 
ment of the whole country. We have a power! tem of some siz 
that we have responsibility for operating We hav &® navigcavon 
channel, we have chemical operations at Muscle Shoals, and in middle 
Tennessee. If we are limited by the elimination of these funds and 
are forced into what you might call a relatively uninformed adminis 


tration of those projects, without having the professional knowledge 
available that comes from a few foresters, a few agricultural people, 
and people interested in industrial economics and the like, then we 
will not be able to do as effective a job as a regional agency. In our 
work in these fields we have, at the expense of considerable criticism 
from some of our sister Federal agencies, emphasized the importance 
of the States and the local groups taking more and more responsibility 
for these activities so that we could devote our time and attention to 
some new problems. 

Senator SALTONSTALL. Do you think that it would cost the Federal 
Government more if this development was wise in the TVA area, to 
have the Agricultural Department and the Intecior Department take 
over this work? 

Mr. Crapp. Yes; we do 

Senator SALronsTauu. In other words, you feel that you have the 
localized people, that you know the job there better than they could 
possibly know it, and therefore you can do this work cheaper from the 
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point of view of the Federal Government than could other agencies 
and also be of more value to the locality? 
Mr. Ciapp. That is an excellent way to put our view, Mr. Chairman. 


CONTRIBUTION BY LOCAL PEOPLE 


Senator ELLENDER. Is any contribution made by the local people? 

Mr. Cuapp. Yes. 

Senator ELLENDER. How do these contributions differ, let us say, 
with respect to the soil-conservation program. Do they work, do 
they assist, do you direct it in the same manner as the case of the 
soil-conservation district leaders? 

Mr. Ciapp. The arrangements vary with different projects, Senator 
Ellender. Some of these items that I have referred to are research 
projects carried on jointly with the agricultural experiment stations 
and in some instances with farm groups. Where a project is carried 
on with a State experiment station, the experiment station is putting 
money into the project which does not appear in this item that is 
before this committee. A major portion of all the funds that are 
being spent in these fields of joint activity with the TVA, a very major 
portion, is being spent by the States. This $2,200,000 that I am 
describing here is a small part of a larger resource development program 
for the whole region. 

Senator ELLenpER. Then are we to understand that within this 
area of which you are now speaking there are soil-conservation districts 
that carry on in the same manner as in other parts of Tennessee not 
included in the TVA basin? 

Mr. Ciapp. That is correct, Senator. There are in some portions of 
the Tennessee Valley soil-conservation districts. 


CONGRESSIONAL PROVISION FOR RESOURCE DEVELOPMENT 


Senator Hii. Let me ask you this question. Did not Congress in 
the Flood Control Act of 1936 recognize and provide for resource 
development along with your flood control and your navigation? 
I mean recognizing you cannot separate, say, a forest station from 
flood control, because a forest station might have a tremendous effect 
on that flood control. 

[t was in one of those acts, I believe it was the act of 1936, in which 
Congress recognized and provided resource development very much 
along the lines of the resource development you are talking about here 
today; that is correct, is it not? 

Mr. Cuapp. That is right, Senator. And in the original TVA Act 
there was clearly recognized the necessity for the TVA to cooperate 
with the States in getting the land better managed, better used, by 
private owners, so that the heavy rainfall that comes on that area 
would be fully or better utilized before it gets to the stream. 

Senator Hiiu. I just wanted to ask you this, too. Is it not true, 
and you spoke about being more economical, saving money to the 
Federal Government, that under the TVA all of this is done so far as 
the Federal Government is concerned, the big part is being done by 
your States and local communities, the big costs being carried by 
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them and not by the Federal Government, but the action of the 
Federal Government here is in one agency, whereas the actions under 
your 1936 Flood Control Act are scattered among maybe as many as 
35 different agencies or certainly many different agencies, is that not 
true, Federal agencies? 

Mr. Cuiapp. That is true, Senator, and the major reason W hy I feel 
perfectly confident in asserting before this committee that this is a 
cheaper way to do it is that this leadership the TVA can supply 
includes types of professional knowledge within a single organization 
that can work singly with several of the States, instead of having so 
many different agencies with representatives in the field working with 
farm groups. TVA, by making a contract with the land-grant college 
of Alabama or the land-grant college of Tennessee or Kentucky or 
North Carolina can have all of its participation in, say, a tributary 
watershed program funneled through the land-grant colleges. The 
singleness of our approach, with forestry and agriculture and miner- 
alogy and the like, navigation, flood control, and so on, all combined 
into one agency that relates its work to the work of the States; in that 
we do get economy. 


HOUSE REDUCTION FOR INVESTIGATION OF FUTURE PROJECTS 


Senator SALTONSTALL. May I ask this question? I want to try to 
keep us rolling here. In the House cut, the original Truman budget 
called for $287,000, the revised budget $187,000, and the House cut 
to $100,000 the item for investigation for future projects. Do you 
accept that cut? 

Mr. Ciapp. We are not appealing that cut. 

Senator SALToNstaLL. And the House also cut funds for purchase 
of 180 automobiles amounting to $142,000. Did you accept that 
cut? 

Mr. Ciapp. We are not appealing that. 

Senator SALTONSTALL. All right. 

Senator Dirksen. May I ask at that point how many cars you 
have now? 

Mr. Ciapp. Our present fleet is about 845. 

Senator Dirksen. And you are asking for 180 new cars? 

Mr. Outver. We were asking for 180 replacements. ‘This action 
of the House will require that we continue to drive those 180 cars 
that we planned to replace. 

Senator Dirksen. How many aircraft do you have now? 

Mr. Ourver. Two passenger planes and three helicopters, four small 
fixed-wing planes for malaria dusting, and one for aerial photographic 
purposes. 

Senator SaALronstTaLuL. Will you for the record put in at this point, 
Mr. Clapp, the mileage of these various automobiles in classes? Do 
not put 800 cars down, but try to get the average class of 5-year-old, 
or 4-year-old, with the mileage. 

Mr. Ciapp. We will be glad to do that, Senator. 
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(The information referred to fallows:) 


Cars on hand Cars on hand 


miles or 6 vears I $28 \ e of old di { cost of \ 1 i 
difference in operat ng and maintenance cost are final crit 


minimum replacement standards to each individual retirement after ] sical 





1954 amounts to a} f $150,000 per vear. Failure 1 r 


cost TVA approximately $15,000. However, if replacements are not 


: ‘ 4 
schedule after 195 


would be $150,000 ar ially. 


Senator Hiixu. Are you going to leave the resources business? 
Senator Dirksen. I have a question, also. 

Senator Hitt. Might I ask one more question? 

Senator SALTONSTALL. Yes, 


RESOURCE DEVELOPMENT UNDER FLOOD CONTROL ACT OF 1946 


Senator Hiiu. I ask you about the resource development under the 
Flood Control Act of-1946 which autherized our soil conservation 
work along with the overall flood control. Is it not true that the soil 
conservation work under that act, im connection with flood control, 
the Federal Government has put up about 88 percent of the cost? 

Mr. Cuapp. I believe that is right, Senator. 

Senator Hixu. In other words, the Government has put up 88 
percent of the cost doing it that way, whereas the way TVA has 
operated, the major part of the cost has not been carried by the 
Federal Government, is that not true? 

Mr. Cuapp. That is right. One special demonstration program 
that is included in this resource development amount, under the 
title of tributary watershed development, offers promise of providing 
a way of getting more local financial support as well as leadership 
and more State financial support as well as leadership, and less Fed- 
eral financial support than anything that has come along in this 
whole flood-control and land-management field, we believe. 

We have started that demonstration program with a tributary 
watershed area drained by Chestuee Creek. In that area, TVA is 
putting more money than the State is, at the present time, and more 
than the localities are. But over a period of time, with commitments 
coming from the local groups, and with a better land-management 
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program, better forestation practices, the introduction now of a paper 
mill in that area that will draw upon the pulp supplies available in 
that area, and increase the employment opportunities, we believe 
that Chestuee Creek may develop into a demonstration of a new 
way of getting local soil conservation, better forest practices, better 
land use, and better employment and economy with less and less 
Federal money. 

Some of our approaches in this problem, as I say, are not popular 
with those who would like to come to the TVA and ask TVA to foot 
more and more of the bill. But we are getting interest and sincere 
collaboration from the State and local communities, and we think if 
this program is allowed to continue it can make a national contribu- 
tion as to a method of getting more and more local money into programs 
of local improvement. 

Senator SatronstaLu. Thank you, sir. 

Senator Hitit. May I ask one or two questions before you start, 
Senator Dirksen? 

Senator Dirksen. Yes. 


CONSERVATION WORK OF PERMANENT NATURE 


Senator Hinu. Is it not true that the soil conservation work done 
under that flood control act, not by the TVA but the other agencies, 
about 90 percent of that is recurring, that there is only about 10 
percent of it that is of a permanent nature, and 90 percent is recurring, 
which means continuing costs all the time? 

Mr. Cuapp. And in contrast, sir, we are trying to emphasize in 
our approach—when I say we, I refer to the land-grant colleges, the 
agricultural extension service, the experiment stations, and the 
TVA—are trying to get basic changes made in land use that will 
actually do away with some of these recurring technical services that 
are now required. 

Senator Hitt. And which will put an end to this recurring cost? 

Mr. Ciapp. We would hope so. 

Senator Hitt. When you plant your trees, of course, you provide 
the umbrellas that will break the fall of the water and which will 
contribute much to stopping the rush of the water which brings about 
the flood, is that not true? 

Mr. Cuapp. That is right. 

Senator Hixtu. That is all. 

Senator SALTONSTALL. Senator Dirksen. 


ACCEPTANCE OF REVISED BUDGET 


Senator Dirksen. First a general question, Mr. Clapp: I understood 
you to say earlier in the hearing that you accepted the revised budget 
figure of 190 million plus. That was the revised budget figure, was it 
not, $190,822 ,000? 

Mr. Crapp. That is right. We had no alternative in those matters, 
Senator. 

Senator Dirksen. But you had a chance to ventilate your views to 
the Budget Bureau at the time? 

Mr. Crapp. Yes, sir. Actually, we appealed their original decision 
and got some adjustment on it. 
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Senator Dirksen. The House allowed you $188 million plus, and 
the difference between the revised budget and the amount allowed 
by the House was a little over $2 million, which they by that action 
cut out for resource development? 

Mr. Cuapp. That is right 

Senator Dirksen. In view of your action, what warrant was there 
for your making a statement on June 13 that the Tennessee Valley 
Authority appropriations bill as reported by the House Appropria 
tions “invites and assures a power hortage in the region by the fall of 


1956?’ You did not say that to the Budget Bureau or to the Director, 
did you? 

Mr. Cuapp. Yes, 

Senator Dirksen. Did you say it to the President of the United 
States? 

Mr. Cuaprp. I did not have the opportunity 

Senator Dirksen. The Budget Bureau Director gives me an en 
tirely different pictur I think that is a thoroughly unwarranted 
statement on the part of a Fed ral agency. 

Mr. Ciaprp. Let me say just why I said that, Senator 

Senator Dirksen. But the Board said it 

Mr. Ciapp. That is right. I spoke for the TVA Board when I 
made that statement. I made that statement before the louss 
cotanniides in the course of our appropriation hearings over there. 1 
made that statement to the Director of the Budget, and | was assured 


that our estimate of the power situation, projected into 1956, which its 
the 3-year period for which we plan future construction of power sup 
ply, would be made known to his superiors 

The letter to the chairman of this committee, Senator Saltonstall 
refers to a statement about estimates for future requrimeents in the 
Tennessee Valley. 

The estimates that were made by the TVA, and which we have been 
making year after year as a basis for projecting our budget re quirements 
for new plants that will produce power when they are completed 3 
years later, predict that for the fall of 1956 and the early winter of 1957 
we will need at least -165,000 kilowatts of capacity more than the 
budget, as it was presented to the House and passed by the House, 
will permit us to have. 


OVERESTIMATED POWER REQUIREMENTS 


Senator Dirksen. In how many years in the last 12 years have you 
overestimated your power requirements? 

Mr. Crapp. About half and half. 

Senator Dirksen. The House committee savs that in every year 
in the last 12 years you have overestimated your requirements, and 
in the last year it got up to nearly 755,000 kilowatts in fiscal 1952 
Is that a correct figure? 

Mr. Crarp. No. The statement made by the House committee 
report was based upon inaccurate information from the Federal Power 
Commission, with wrong conclusions drawn therefrom. 

Senator Dirksen. Have you a statement in here to rebut that 
statement? You left it stand? 

Mr. Cuapp. We have a statement attached to the letter to the 
chairman of this committee, which is statement IV, entitled “A 
















































SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 LOS 


Statement Regarding 


explains what is wrong with the figures that were uss 
committee and reflected in its report 


Senator Dirksen. If you overestimated b our own admission | 
years out of 12. | do not know that that is a verv good reeord Is 
that correct? 

\Ir ( LAPP It Is a ver rood record indeed, as power estimati 
OCS, hen FY too high or too low et auy olen But the es mates 
| may say, Senator, the estimates that are germane to the val 
ol a projection. Of power requirements lo! tine purpo OL tian 
power plants, are hot those estimate ynicn vere made i veal 
advance but the estimates ms é > Veal | i On e record ¢ 
our o-vear estimates or tuture requirements, we have m overe 
mated ¢ nents, ¢ ha e time e repeated! mn 
estimated them Consequently I think ther more reason to suy 
pose that our estimate o the powel q I ( ( he 
Vallev in the ll of 1956 is lower than, it sl ld | than to sup] 

il is higher than l hould be ereiol ut shortage t il I 

develop in 1956 may well be more severe tha \ mate il il be 
sepator VIRK N it may and n \ ! cerca \ 

not any warrant for the | | of a staten Board TVA 

made and which Webs pl bli I | ul «ft 1 Oi i cs t 

of June | think it was thoroughly niauw to the President of the 

United States If | were the President | would take authority 

the lancuage a the act and ask Col oTress DY concurrent resolutiol 

to do something | th nk you fellows have been running ast 

loose here. apa somebody is vou LO have LO hs ul Vou Dp But 


us forget that item for a momel 


Mr. Ci APP. May | Inake al irthet statement on oul responsibilities 


with respect to powel LDDOLS 
Senator Dirksen. Yes, indee 
‘ ‘ 1 1 ‘ ' 
Mr. CLtapp. The on reason that statement was made as to dis 


charge our responsiduities under the law as to our estimate of what the 
valley would require for power in 1956 

Senator Dirksen. The laws do not require you to make a statement 
to appear in the press which is only a matter of opinion on the part of 
the Board, and which may or may not be correct 

Mr. Cuapp. Senator, | am sure that it is a matter of opmion, but 
our opinion is based upon a record of experience for bemg able to make 
fairly accurate predictions about future requirements for additional 
power, and I, as Chairman of the Board, would feel derelict in m 
duty If I did not advise the Tennessee Valley that it would not have 
enough power in 1956 

Senator DIRKSEN. Who was the first person advised before this 
statement was made? Did you send a telegram or a letter to the 
Bureau of the Budget, the Director? 

Mr. Crapp. The Bureau of the Budget has known ever since our 
hearings. 

Senator Dirksen. Did you send them a statement and clear this 
and say this was going to be made public? 

Mr. Ciapr. No; I did not. I know of no reason why I should 
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AGRICULTURAL RESOURCES DEVELOPMENT 


Senator Dirksen. No; you didn’t. TVA has gotten a little bigger 
than the Government of the United States. But let us for the moment, 
though not entirely, look at this resource program. What do you do 
under agricultural resources development for which you ask $244,000 
and how many people are involved? 

Mr. Cuiapp. On pages 5, 6, and 7 of attachment No. 1 in our letter 
of June 20 to the chairman of this committee, the $244,000 for 
agricultural resource development is broken down in summary form; 
$47,000 of that would be used to make an economic analysis of Valley 
agriculture. 

Senator Dirksen. Economic analysis of Valley agriculture? 

Mr. Cuiapp. That is right. 

Senator Dirksen, Amplify that just a little. 

Mr. Cuiapr. Our most important and pressing problem is to 
analyze the effect that greater industrialization in the Tennessee 
Valley is having upon the types of farming that are most suitable to 
part-time farming. We take census data, income statistics, run some 
spot studies in the field, in counties that are growing rapidly indus- 
trially, and then our economists try to supply the best advice and 
ideas they can to the land-grant-college people and to farm groups 
about what can be done. 

Senator Dirksen. It is a sort of academic study, after all; is it not? 
How many people are employed in it? 

Mr. Cuiapp. It is not an academic study, Senator. It is a study 
that could have a very important bearing upon how well agriculture 
and industry can get along together in the same counties. As to the 
number of people, in all of the agricultural item of $244,000 there are 
some 17 TVA people involved. Some of that work, you see, would be 
assistance to the land-grant colleges of the area. 


SOIL CONSERVATION 


Senator Dirksen. Now you have $53,000 in there for soil survey, 
and you say TVA contracts with the United States Department of 
Agriculture for this work. 

Mr. Cuiapp. That is right. 

Senator Dirksen. So you look into the Department of Agriculture; 
do you not? 

Mr. Cuapp. In many places we do. 

Senator Dirksen. ‘Agricultural engineering, research, and demon- 
stration,’’ $49,000. We have a Bureau of Agricultural Engineering 
and Chemistry that spends a lot of money in that very field. To what 
extent is there duplication here? 

Mr. Ciapp. There is not any duplication here because the agricul- 
tural engineering research work that we have had a part in has built 
its program on the very special problems of that region. There have 
been developments in farm machinery, for example, that have been 
very important in the larger farming areas of the country, but much 
of the equipment in commercial production is too large or is suited to 
larger farm operations than are characteristic of many parts of the 
Tennessee Valley. 
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Senator Dirksen. But in this whole broad field, Mr. Clapp, the 
Department of Agriculture is spending nearly $20 million a year in 
the country, and unless something better is adduced, I cannot but 
see that there is some duplication in this work. I thought so in the 
early days when I sat on this appropriation in the House, and I still 
think so, as a matter of fact. “Research on forage crops and animal 
industry,” $30,000. Plant Industry is doing work in that field con- 
stantly, and so are you doing it on your own in the area 


WORK IN SPECIAL RESEARCH FIELDS 


Mr. Ciapp. Senator, some of the suggestions as to the kind of work 
we do in these special research fields grow out of conferences with the 
experts in the United States Department of Agriculture. We asl 
whether they have any projects going on in connection with this . 
that particular problem that would be useful to the people of the 
Tennessee Valley, on this or that special type of problem. T! 
have frequently said to us, “Our studies do not apply to the kind of 
conditions that you have. It would be helpful if you could develop 
the answers to this or that tvpe of question.” 

Senator Dirksen. Is there any reason why the Department of 
Agric rot cannot undertake this work? 

Mr. Ciapp. I suppose there it is a matter of money and concentra 
tion Sata a lot of other problems. I think, as I said generally a mo- 
ment ago, that if we were t 
coverage is to be provided to the Tennessee Valley, 

Federal Government more money in the long run 

Senator Dirksen. I see we just authorized in the 
$2,400,000. I have seen some of those sheets in times 
seems to me a lot of the data that would be adduced here, 
would be adduced by the De partment of Agriculture B 
your “Forest resource deve lopme nt” for a minute, $654,000 
ional forestry investigations,” $146,000. ‘Assistance in fore 
tion,” $238,000. ‘Forest protection,” $92,000. ‘“Valleywide 
estation,” $29,000. ‘Forestry development in problem 
$96,000. “Wood hydrolysis research,’ $16,000 Chere is 
item there, Mr. Clapp, that does not appear in the Forest 
ranging all the way from the Laboratory in Madison, Wis 
way down. The whole business is there. You will have to get som: 
better statement than this to persuade me you are not duplicating 
with the Department of Agriculture. I think the House was thor 
oughly justified in striking out this item. 

Mr. Cuapp. We think, Senator, if similar things are to be done by 
the national agencies in this field, that before long it will mean that 
the program will cost more than it costs under this arrangement 
This forestry program, I hope, is not to be dismissed that summarily. 


o withdraw from this field, and 


FURTHER DISCUSSION OF FORESTRY PROGRAM 


Senator Dirksen. You have not made a case for it, certainly, thus 
far, I would say, to restore this money. 

Mr. Crapr. This area is the most important remaining hardwoods 
area of our forests anywhere in the country. The work that is done 
by private landowners with these forests will have a great deal to do 
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with the availability of wood, for wood-using industries, in that as 
well as other parts of the country for many years to come. Until 
the TVA began to develop this program in the Tennessee Valley, those 
iardwoods were deteriorating rapidly, burning up at a very unusual 
rate, and not being well managed because there was not enough educa- 
tional work going on with the timber owners to make them knowl- 
edgable about it. 

This program for a number of years has emphasized forest protec- 
tion. In county after county, as a result of the small amount of 
money that the TVA has spent—making technical people availabie in 
local meetings among farmers and landowners, getting local people to 
put on a demonstration of how to suppress a fire, how to report fires, 
how to fight fires, getting essay contests in the local schools—county 
after county has voted, out of its own county court, funds to support 
forest fire protection, and has called upon the State to give it more 
effective leadership in that field. And the State legislatures have 
voted more money for State forest fire protection of privately owned 
land. 

The TVA is proposing to spend in this 1954 fiscal year only $29,000 


for assistance in forest protection. The reason why the amount is so 





little is that most of the counties, as a result of this work in the past, 
have begun to take on that responsibility themselves, and themselves 
provide better fire protection for those forests. Out of their own 
funds, State funds, too, not out of TVA funds. We have, then, gone 
on to encourage more emphasis upon better management of forests. 
Once you can get them protected from fires, then the next problem is 
how to get more of a living out of them for the people who own them. 

Senator Dirksen. There are two answers to that, Mr. Clapp, and 
the first one is this: The appropriations for the Forest Service, and 
I was on the Subcommittee on Agriculture in the House for over 12 
vears when I was there, have gone up in the same proportion as other 
appropriations have gone up since 1933. That area shares in the 
appropriations for forest-fire protection, forest management, and all 
the various items in forestry service just like any other section of the 
country, is that not right? 

Mr. Crapp. Its ability to match will get Federal funds under certain 
laws, that is right. 

Senator Dirksen. That is right. So here we are just giving it a 
double dose, and I do not know that this is exactly equitable, unless 
you can better justify it than these rather meager lines show in support 
of these various items that are here. 

Mr. Cuiare. We could report in much greater detail, Senator, about 
all of these projects. 

Senator Dirksen. I would like to see them because, frankly, I am 
not impressed with your case. So much for forest research. 

Senator SALTONSTALL. Thank you, Senator Dirksen. 

Now if we can let’s take up the statement 

Senator Hitz. One minute. Would you furnish for the record that 
more detailed information that Senator Dirksen suggested, Mr. Clapp? 
Mr. Ciapp. We will be glad to, sir. 

(The supplied information referred to appears on p. 277): 
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FISH AND WILDLIFE ACTIVITIES 


Senator Hiiu. You have other activities that we have not gone into, 
like your Fish and Wildlife Service. Is there any duplication there 
between the Fish and Wildlife Service and TVA activities? 

Mr. Cruapp. No, sir; there is no duplication of tl 
doing in that field. Our work is, by discussion and arrangement with 
officials of the Wildlife Service, something that they are not doing anc 


e work that we are 


would not be doing if we were not 
Senator Hint. Were vou going into this powel business, Mr. Chat 


man? I wanted Mr Clapp to go a little further to this matter of 
his power estimates. 

Senator SALTONSTALL. Senator Hill, what | was trvu » do is to 
cet the record on these req ts for additions, and mas i saw it th 
381 as the amount of po und the power d yp! 
ivolved the Fulton steam plant and the questlor th: ‘ it 
Dirksen started to ask I thoug! ve ¢ uld ( to tl min 
this business first 

Senator Hiuu. All righ 

Senator SALTONSTALL. The language change, Mr. Cl: pp, and I ar 
referring now to page 1 of your statement regarding rider ba 
the acquisition of buildings for use as administrative offices, the p 
pose of this prohibition as indicated in the House committee report is 
Lo prevent the TVA Board and certain of its administrative staff from 
transferring their offices from Knoxville to Muscle Shoals. Why 


I 
should you transfer from Knoxville to Muscle Shoals? Why do you 
need that language stricken? l 

Mr. Ciapp. The general reason for the move, Mr. Chairman, is to 
locate our offices and that of our managerial staff closer to the center 
of our work, and thereby make it more economical for us to carry out 
our operations. ‘The economy of that move has been apparent to us 
for some time, and as I pointed out in this statement that is attached 
to the letter to you, the TVA Board some years ago, after the major 
part of its construction of dams in upper east Tennessee was pretty 
well along, came to the conclusion that it should move its offices to 
the Muscle Shoals area which is really closer to the geographical center 
of the Tennessee Valley watershed and the area that we serve with 
electri ity. 

The first time that we were about ready to make that move, the 
TVA Board had plans to build a building down there in order to 
accommodate the people who would be moved. But in 1940 

Senator Hiiut. This committee made an appropriation about that 
time for that; did it not? 

Mr. Ciapp. That is right. The Bureau of the Budget turned down 
a request for construction funds at that time because of the materials 
shortages and the stepped-up prewar effort that was going on at that 
point. 

Then the war came along and we saw no basis for trying to squeeze 
an office-building construction program into a heavy construction 
program for dams and power plants, and the move was postponed 
until after the war. 

When we got to it again—and all of these plans are really an old 
story with the committees of Congress, we ran into the problem of 
the Bureau of the Budget’s policy of minimizing capital investments 
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in the Federal budget. We looked around for a way to get building 
facilities without having the Government put up the construction 
‘apital. That led to an arrangement which we entered into whereby 
a private enterpreneur would build the building and lease it to us on a 
long-term lease, with an option to buy any time within that 20 years 
We have supplied in this statement an analysis of the straight com 
parative costs of keeping our people where they are, assuming no rent 
increases in the buildings we now occupy, and assuming, by com- 
parison that we were to go ahead and enter this long-term lease with 
a new building which would be built at Muscle Shoals. And on that 
basis alone it shows that over a 20-year period, assuming no increase 
in rent in the buildings we now occupy in Knoxville, we would be 
$140,000 better off. That is without regard to the increased efficiency 
that would come to our operation. 


KNOXVILLE LEASE AGREEMENT 


Senator SALTONSTALL. Now, may I ask you this: This is a statement 
in your old letter. 

The Bureau of the Budget was asked to intercede and to void the lease agree- 
ment, that is the lease agreement at Knoxville. The Bureau found on the basi 
of its study that the lease agreement was a favorable one. It did not, however 
express a judgment on the merits of the move. 


, 


If the Bureau of the Budget found that you had a favorable lease 
in Knoxville to the degree that it did not recommend the move, or 
took no part in the move, and did not recommend that you move to 
save money, how do you justify what you have just said? 

Mr. Crapp. Mr. Chairman, I think you misunderstand, or at least 
our statement is not clear as to what lease the Bureau of the Budget 
was talking about. The Bureau of the Budget was commenting on 
the lease which we have entered into with the entrepre nous who would 
build the building at Muscle Shoals. The Bureau of the Budget found 
that lease to be a very favorable one to the ( rovernment. 

Senator SatronstanL. What you are saying, then, is that you can 
get a private contractor to build the building, and you take a long- 
term lease on it, with the option of purchase, and that lease is suffi 
ciently good so that you will save $140,000 over your present quarters 
in 20 years, is that right? 

Mr. Cuapp. That is right, assuming no increase in rent in the pre- 
sent quarters. 

Senator SALTONSTALL. The House says that you should not do this 
so long as the amount appropriated annually for the construction po- 
wer facilities is more than the amount deposited annually in the 
Treasury for such facilities. In other words, the House said let’s not 
go on increasing your capital liabilities, I assume this, until you are 
eetting in more revenue than you are putting out for new facilities. 
Is that not what it means? 

Mr. Cuapp. I suspect that what they were saying was that in their 
judgment we sould stay in Knoxville. 

Senator SauttonstTaLu. Outside of the convenience of going to a more 
central spot, outside of the statement you made, and I do not deny 
its veracity, of saving money over 20 years, if the Congress in its 
decision wants you to stay in Knoxville, the Board can function there 
and you do not feel too strongly about that, do you? 
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Mr. Ciapp. We feel strongly about it in this sense, Mr. Chairman, 
that we have planned that move for some time. We take some pride 
in making our decisions as to where we are to have our offices on th: 
basis of where we can operate most efficiently. We, despite what 
others may say, take considerable pride in the economy of our per- 
formance. We think, and we are convinced, that it would not only 
save TVA money but it would also make it possible for us to carry 
out a more effective program with the money we have available. 

Senator SaALTonsTauu. On the other hand, it is not vital. 

Mr. Crarp. It does not mean the beginning or the end of the 
TVA; no. 

Senator SALronsTaLL. Thank you, sir. 

Senator Dirksen? 


DAMS COMPLETED AND UNDER CONSTRUCTION 


Senator Dirksen. Let us look at your argument for a moment. 
First of all you say it will bring you closer to the center of operations. 
How many dams do you have in Tennessee? You have 14, have 
you not? 

Mr. Cuapp. I think it would be about that many, 

Senator Dirksen. And you have three in Alabama, correct? 

Mr. Ciapp. Yes. But some of the dams in Tennessee 
to Muscle Shoals than they are to Knoxville. 

Senator Dirksen. It could bi How many 
have in Tennessee? 

Mr. Ciarr. We have 

Senator DirksEN. Nine? 

Mr. Crapp. We have 2 sizable ones : 

Senator Dirksen. But you have ni 
are active and standby? 

Mr. Ciapp. Most of the nine, Senator, ai 
We have 1 in operation with 2 units going at th 
west Kentucky. We are building the Colbert plant in north 
right near Muscle Shoals. We are building the Widow ky 
in north Alabama to the east of Muscle Shoals. We are finishir 
Johnsonville plant for the time being in west Tennessee. 
the Watts Bar steam plant just before the Second World War. 
is in Tennessee. We are building the John Sevier plant in 
Tennessee, and the Gallatin plant on the Cumberland River not 
from Nashville. From the standpoint of the location of our 
struction work Muscle Shoals is as centrally located as Knoxville. 

Senator DirksEN. You would not move all of your facilities out 
of Knoxville, would you? You would leave your engineering section 
and other sections there? 

Mr. Crapp. That is right. 

Senator Dirksen. So you would have two capitals of TVA, if you 
moved, one at Muscle Shoals and one at Knoxville. 

Mr. Ciapr. Whether you would call them capitals or not, I do not 
know. 

Senator Dirxsen. It is just a convenient term. 

Mr. Capp. The reason for the engineers to be located at Knoxville, 
Senator, is very special. 
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Senator Dirksen. But you would come up with 2 capitals instead 
of 1. Is that not exactly the fact of the matter, if you want to accept 
the term? 

Mr. Crapp. You might say we will come up with the same 3 
capitals that we now have. We have offices now at Muscle Shoals. 
Chattanooga is the headquarters of our power system, and a large 
number of employees are there for power and other matters. We 
have a large number of employees scattered around in Knoxville 
We now have three major office centers. When the Board moves to 
Muscle Shoals we would wind up having three major office centers. 


MOVEMENT OF EMPLOYEES TO MUSCLE SHOALS 
Senator Dirksen. Out of your 2,300 employees in Knoxville, you 


would have moved out 500 families? 
Mr. Cuapp. It would be considerably less than that. It would be 


closer to, | would say, 500 because a lot of the clerical and adminis- 
trative employ es probably would not move because there are other 
members of their families who are wage earners in Knoxville 

Senator Dirksen. Well, assume 300. 

Mr. Crapp. \ 

Senator Dirksen. When you go to Muscle Shoals you have a 
housing problem, do ou not, a se hoo] facilit problen : 

Mr. Ciapp. No; we don’t expect to have any housing problem, 
You see, this move is to take place in the late summer of 1954 At the 
time we proposed and entered into this lease, that was 18 months 
away. And the housing situation, to accommodate that many 
people in Muscle Shoals, which is an area that already has a popula 


tion of 50,000 to 60,000 people, is not any more difficult than we 
face time and time again as we move our people around 

Senator Dirksen. Now vetting back to this argument about being 
closer to the center of your affairs, you have pretty close to 900.000 
customers in Tennessee and you have less than 150,000 in Alabama, is 
that correct? 

Mr. Ciapr. That is correct. Of course, our headquarters for our 
power operation, Senator, is not to be moved. That is in Chatta- 


nooga. If you are going to relate the location of our offices to our 
power customers, the best way to do that is to relate it to where our 
headquarters for our power system is. Actually, the best way to 


analyze that, I think, is to ascertain where should our power head- 
quarters be located in relation to the municipal distribution centers 
On that basis, I think one could make an argument for moving our 
power headquarters out of Chattanooga and on to Muscle Shoals. 
But we do not plan to do that because the communications end of the 
power system has been developed with Chattanooga as the center. 
Consequently, we plan to leave the power headquarters there. 

Senator Dirxson. The contention has been made that this will cost 
you what—$4 million more in a 20-year period than where you are at 
the present time? 

Mr. Ciapp. Someone made that contention, but I do not think the 
analysis was valid. 

Senator Dirxkson. Would you submit for the record a complete 
analysis of this whole matter, including both plans and what the proj- 
ect cost will be over a 20-year period? 
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Mr. Cuapp. That is pretty well covered 
attached to this letter, Senator 

Senator Dirkson. You might set it up in tabular form and 
it for the record 

Mr. Ciappe. We will be clad to do tl 


1 


Senator Dirxson. | think I should like 
(The information referred to follows 


A compariso! 
for office space 
money even if 
administrative 
needs were complet 


Cost of occupa 
(rross ret 
iistimat 

the basi 


1) COM) 


a 
building at 

certain space now 
the old wooder 
house 97 employees, will be abandoned. Oce 
structure y ts about 335,138 per year 
is 

Of the 122,148 square feet of floor space represent 
Quarters at the Shoals and space rented in Chat 
Knoxville which will be given up upon completi 
building, only 31,803 square feet is presently a 
TVA has delayed a general program of air condit 
in anticipation of the new building at the Shoals 
tiality of air conditioning in the South is universall 


by business andindustry. The 20-vear cost of air conditioning 
for the 90,345 square feet of non-air-conditioned space (figured 
at 50 cents per square foot per year) is 


Total cost for 20 years of continuing present arrangements | 
with air conditioning 


Excess cost of present arrangements over new building at 
Muscle Shoals $140, 930 


This estimated saving of $140,930 is believed to be extremely conservative 
It will be increased if TVA exercises its option to purchase the building before the 
end of 20 years or if rents go up in Knoxville or Chattanooga which they are almost 
sure to do. 

This saving is of course important, but even if the analysis showed an additional 
expense instead of a saving, the proposal would still be a good one. It is impossible 
to put a precise dollar value on the increased efficiency which will be achieved by 

1 This figure reflects the latest analysis of space which would be g rp it I lle and tta i, 
and therefore varies slightly from testimony before the House subx 
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having the central administrative staff under one roof in a bui)-ling especially 
designed to meet its needs, but that value is substantial. It is impossible also to 
assign a dollar value to a better location within the Valley for the TVA board, 
but this better location will pay rich dividends in better program accomplishment. 


COSTS OF NEW BUILDING AT MUSCLE SHOALS 


Mr. Crapr. I was covering that perhaps too briefly when I ad- 
dressed my remarks to the chairman, and said that comparing the 
cost of occupying the new building at Muscle Shoals over a period of 
20 years, with the cost that we would be saving by giving up space 
we now occupy in these various places and adding and subtracting 
other relevant factors, we wind up $140,000 to the good under the 
Muscle Shoals move assuming that rents in Knoxville remain the 
same for the next 20 years, which they will not. And particularly 
will they not remain that way if we are under the compulsion of a 
provision in the law which gives us no discretion whatsoever about 
moving employees from one place to another. The owners of office 
space in Knoxville will have us right over a barrel and will dictat« 
terms and so forth on what rents will be, to which we will have no 
recourse. We will have to pay what they say the traffic will bear, and 
it will push up the expense. 

Senator Dirksen. As I understand, this building would be built 
on 30 and a half acres at Muscle Shoals, is that correct? 

Mr. Cuapp. I think that is right. 

Senator Dirksen. That is land that would have to be turned back 
and offered for public sale? 

Mr. Ciapp. That is right. 


CONTRACT WITH WALLACE PITTS 


Senator Dirksen. Who is the Mr. Wilson Pitts who is the enté 
preneur in this deal? 

Mr. Criaprp. Mr. Wallace Pitts. 

Senator Dirksen. Is it Wallace Pitts? 

Mr. Ciapp. Wallace Pitts, of Montgomery, Ala., who interested 
himself, along with others, in submitting proposals some 2 years ago 
when we first started to see if we could get someone to make a propo- 
sition along this line. 

Senator Dirksen. Incidentally, at that point I wanted to be 
sure that the record is clear on the fact that no money has ever been 
appropriated for the construction of a new office building. You 
got some planning money, did you not? 

Mr. Ciarp. We got some planning money, that is right. 

Senator Dirksen. But never any construction money? 

Mr. Crapp. That is correct. 

Senator Dirksen. Tell us about this deal with Mr. Wallace Pitts. 

Mr. Ciapp. This is an arrangement whereby he would build a 
building and would lease— 

Senator Dirksen. First, will you tell us how he would acquire this 
land? This is Muscle Shoals land, is it not? 

Mr. Cuapr. This is land on the TVA property, at the edge of the 
area in Muscle Shoals that we own. We would put that land up for 
public auction and he has agreed to bid. His acquisition by that 
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process is covered by certain limitations as to how far he might go in 
bidding on it. 

Senator Dirksen. Do you have a contract with Mr. Wallace Pitts? 

Mr. Criapp. Yes, we have a contract. 

Senator Dirksen. Is it a public contract on record? 

Mr. Cuiapp. Yes. 

Senator Dirksen. Does it recite how much or how little or what 
the limitation is on the bid for these 30% acres? 

Mr. Crapp. Yes, it does. 

Senator Dirksen. What does it say? Why not submit the con- 
tract for the record? 

Mr. Ciapp. We will be glad to. 

Senator Dirksen. He agrees to build a building? 

Mr. Ciapp. He agrees to build a building, and we agree to lease 
and make payments that are stipuulated, fixed and firm, in the lease. 
That lease also carries an option to buy. If we were to occupy the 
building for the full terms of the lease, the full 20 years, and not 
pure hase, we would own the building at the end of the 20 years. We 
could exercise the option to buy prior to that time, and in so doing 
would, of course, reduce the total amount of interest that we would 
otherwise pay. The contract spells out all of those details, and there 
is a brief summary of it in here. 

Senator Dirksen. If and when this should ever be consummated, 
how many people would you still leave in Knoxville? 

Mr. Criapp. On the basis of present figures, there would be some- 
thing over a thousand people, that is, a thousand employees and their 
families. ' 

POSITIONS AFFECTED BY MOVE 


The Cuarrman. How many people would be moved out of Knox- 
ville? 

Mr. Cuapp. The number of positions that would be affected by 
the move is about 500, Mr. Chairman, but because between 150 and 
200 of those are clerical and stenographic people who are parts of 
families in Knoxville, whose other members may be earning their living 
in other ways, and on the basis of past experience, we assume that 
about 300 would actually move from Knoxville to Muscle Shoals. 

Senator Dirksen. How long have these people been with you at 
Knoxville? 

Mr. Cuapp. It would vary, Senator. 

Senator Dirksen. Some of them for 20 years? 

Mr. Crapp. A few of them would date back to the beginning. My 
own family, for one. 

Senator Dirksen. Mr. Chairman, I think the lease should be sub- 
mitted for the record. 

Senator Sauronstauu. Is there objection to submitting the lease 
for the record? Without objection, it will be so ordered. 


(The information referred to follows.) 
Contract No. 14736—-A 


AGREEMENT BETWEEN WALLACE S. Pirts, Sr., AND TENNESSEE VALLEY AUTHOR- 
Iry FoR SALE or LAND AND FOR 5 eae TION AND LEASE OF OrFrice BUILDING IN 
Co.tBert County, ALABAMA 


THIS AGREEMENT, made ond ., oaree into as of the 10th day of March, 
1953, by and between WALLACE S. PITTS, SR. (hereinafter called ‘‘Contrac- 
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tor’), an individual 
VALLEY AUTHO 
WITNESSETH: 
WHEREAS, the TVA is in need of office space in the vicinity of Muscle Shoal 


ving an office in Montgomery, Alabama, and TE NNESSEI 


RITY (hereinafter called “TVA’). 








Alabama, and holds in the name of the United States certain land constituting a 
part of the Wilson Reservation which is suitable as a site for the erection of 
( t a i 

WHE] AS \ \ propose » ce re s 1 land s rplus ar lo r for il 
public auction accordance wi the provisions of the TVA Act, as a nd 

: 
ana 

WHEREAS, ¢ itractor proposes to bid personally or thre a Corporati 
to formed by him for said it said aucti sale and i he event 
Corpor n is the essful t er, to er reon an Office | ng for o 
pa r\ \ 

WHEREAS itua lesire to enter into a ! pro 
for ‘ : 4 ) ancy in accordance with t ter! nd co 
il tome dabei 

YOW THERI ORI in consideration « d of t 
coven s I f arte the nar re 

I. W in thi 4 la fr 1e date ure l 
said of land « ining approxima 0 ( de o 
Pickwick Land Lake on the Wils« Re te 
east of Sheffield, Alabama, which is descril in | I 
heret« ache and ride a part | eo d )) da i 
alter Vv otter s lot for ale at pubulie qucti i , 
Oo ection 31 of e ‘TVA Act s ame led, and subje e te ynd cond 
( rile whit are 1 1 he l ( 1 1 1 ! I i 
ereto and made a par ereof: provided, that such auction shall not be conducted 
until the specific terms of the lease and option agreement referred to in Article 
have been agreed upon and the parties to the agreement have committed thems 
to its execution, subject to the purchase of the lot by Contractor (or the Corpor 
tion referred to in Article I\ TVA will give Contractor writte1 tice Oo 
tir i e of ! le t less than ten (10) days prior to t! late t 

I] { porati ed t ticle I\ l rt 
ret ri i 1ut rized ent, at the publi. Lui¢ yT 
Article | and will enter a bid of not less than $26,000 for said tra I e ¢ 





nother party or parties, Contractor (or said ¢ orporatior 


1 ‘ 1 na 


will continue to raise his | as necessary to secure the purchase Sa 


shall have no obligation to enter a bid in an amount exceeding $60,000; provided 
however, that in the event the Contractor (or said Corporati: purchase é 
property at a price greé 6,000 but no 
more than $34,000 shall be added to the total construction cost, as described more 
particularly in the lease and option agreement referred to in Article V below 

III. In the event Contractor (or said Corporation) is the suecessful bidder at 
the aforementioned auction sale, he shall tender or cause to be tendered payments 
in accordance with the requirements set forth in the terms and conditions of said 
sale and provided Contractor has at that time an effective commitment or commit 
ments of funds with which to finance the constructing of the building, including 
both a temporary construction loan and long-term financing, TVA, acting for and 
on. behalf of the United States, will thereupon cause title to the said land to be 
conveyed in fee simple to the aforesaid corporation, such conveyance to be made 
free from any and all encumbrances, except the reservations regarding fissionab!] 
material and easements as set forth in Exhibit B and subject to the provisions of 
Article V If TVA is not obligated to convey the property because of Con 
tractor’s failure to obtain or maintain satisfactory commitments for financing 
the building, TVA shall refund to Contractor any deposit made by him on said 
property 

IV. Immediately following execution of this agreement, Contractor shall form 
or cause to be formed an Alabama corporation empowered and in all respects 
qualified to construct, lease, sell, and convey to TVA the building described in 
Article V, and to arrange the financing of such building, all in accordance with 
the terms of (1) the letters from New York Life Insurance Company to Wallace 
S. Pitts, Sr., dated February 25 and March 5, 1953, copies of which are attached 
hereto as Exhibit C, (2) the letter from the First National Bank of Florence, 
Alabama to Wallace 8. Pitts, Sr., dated February 24, 1953, a copy of which is 
attached hereto as Exhibit D, (3) the letter from the First National Bank of 
Montgomery, Alabama to Wallace §S. Pitts, Sr., dated February 26, 1953, a copy 






$26.000. the amount in excess 0 
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of which is attached here 

to be entered into under 

no other business and the 
any amendment thereof shu 
to be required in ecarrvin 
option ement described 
charter of incorporation i 
either, shall be subject 
thereof In the event the 

in the business 


Contractor wil 


1) Detail ‘ 


Said building s 


fications to be 


is started. 


occupancy on or | 

completion of construction shall 

is delayed due to causes | 

as acts of God or of 

fires, epidemics, quaranti 

after in force which are 

Government or any 

weather, or floods, or delay f -ontr ors due t ( es U pe 

pletion of construction, the Lessor gi prompt notice thereof to T\ 
(b) The Resident Engineer of other duly authorized repr 

tives shall have full and free right of access to tl i ti 

ing the course of construction of said building for the purpose of determ 

whether such construction is being executed in accordance with the appr 

plans and specifications. No changes in the plans and specifications shall be 

made without the prior written approval of TVA’s Resident Engineer. Upon 

completion of construction of the building, it shall be subject to final inspection 

and acceptance by TVA. The Lessor shall immediately correct any defective 

condition or departure from the plans and specifications as disclosed by TVA’s 
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inspection Lessor shall specifically provide in the contract covering the con- 
struction of the building for the correction by the building Contractor of any 
defects in materials or workmanship in the building which are discovered within 
the period of one year from the date of completion. The Lessor shall also require 
the building Contractor to furnish a bond for the faithful performance of all his 
obligations under said contract, including the obligation stipulated hereinabove, 
and TVA shall be included with Lessor in the bona as the assured 

2. The premises referred to in Section 1, including the tract of land and the 
building erected thereon, shall be leased to TVA for a term of twenty (20) years, 
such term to begin with the date of initial occupancy by TVA, but not later than 
thirty (30) days after the occurrence of all of the following: (a) completion of 
the building in accordance with the approved plans and specifications, (b) notifi- 
cation of such completion by the Lessor to TVA, and (c) final acceptance of the 
building by TVA. Final acceptance by TVA shall not be deemed a waiver of 
TVA’s rights against the building Contractor or his surety for corrections of 
latent defects as provided in Section 1 (b). 

The premises to be leased contain a gross land area of approximately 30.5 
acres and shall contain a gross building floor area, including outside walls and 
basement, of 182,003 square feet, upon completion of the | uilding as heretofore 
provided. The premises are to be used by TVA for office »pace and/or for such 
other lawful purposes as TVA may deem necessary and/or convenient. 

3. (a) TVA will pay a base rental in equal quarterly installments in such 
amount as will, during the twenty (20) year term of the lease, (1) amortize a 
principal sum of $3,140,000 (plus that part of the cost of the site, if any, which 
is in excess of $26,000 but such excess for this purpose shall not be more than 
$34,000; and plus or minus the net adjustment to reflect changes in plans under 
sections VII-G and VII-H of the specifications), and (2) pay interest on unamor- 
tized principal balances at the rate of 4 percent per annum; provided, That during 
the first 10 years of the lease term, the base quarterly rental payments shall 
uniformly increased by such amount as will amortize a principal sum of $580,000 
and pay interest on unamortized principal balances at the rate of 4 percent per 
annum during said 10-year period. 

(b) The base quarterly rental provided in paragraph (a) shall be due payable 
as soon after the first day of the calendar month immediately following respective 
quarter as a voucher can be prepared therefor based upon properly certified 
invoice submitted by Lessor; provided that TVA at its option may pay the 
quarterly rental in three equal monthly installments 

c) In addition to the base monthly rental specified hereinabove, but as part 

f the total rental for the premises hereunder, TVA shall pay all ad valorem and 
othe ‘r taxes or assessments lawfully levied against the premises during the term 
of the lease and the premium for the insurance which TVA maintains pursuant 
to the provisions of Section 5, paragraph (b). TVA’s liability hereunder with 
respect to taxes and insurance premium for any fraction of a calendar year shall 
be determined by apportionment on an povenens basis of the total amount paid 


in such taxes and premium for the full yea Lessor shall do nothing to cause an 
increase in the valuation of the property for tax purposes and shall not manifest 
its approval of any valuation for tax purposes without TVA’s consent, TVA 


may resist or appeal in Lessor’s name any levey, assessment or valuation of the 
property for tax purposes and Lessor agrees to take such steps in connection 
therewith as TVA shall direct, including the execution and filing of any documents 
deemed necessary by TVA, providing that TVA shall bear all costs of such 
proceedings, including any penalty resulting thereform. 

4. TVA shall have the right during the term of the lease and also prior to its 
occupancy of the building to make alterations, attach fixtures, and erect additions, 
structures and/or signs in or upon the premises leased. 

5. (a) TVA shall maintain the premises in good and tenantable repair through- 
out the term of the lease. 

(b) TVA shall maintain, throughout the term of the lease, insurance on the 
premises indemnifying the Lessor and TVA against loss or damage from fire, 
lightning, windstorm, hail, explosion, falling aircraft, and all other hazards covere d 
by the regular form of extended coverage insurance clause, such insurance to be 
for a? of the insurable value of the premises. The proceeds of any insurance 
paid to Lessor or TVA on account of destruction of or damage to the building 
shall be used in effecting its restoration. 

6.. (a) As part of the consideration of the lease, TVA shall have the option to 
purchase the leased premises in the name of the United States at any time during 
the term of the lease. The option shall be exercised by written notice from TVA 
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10. The lease shall contain a provision that it shall be deemed to contain, as if 
fully set forth herein, all the provisions required by Section 104 of the Renego- 
tiation Act of 1951. 

11. The Lessor shall warrant that no person or selling agency has been employed 
or retained to solicit or secure the lease upon an agreement or understanding for a 
commission, percentage, brokerage, or contigent fee, excepting bona fide employees 
or bona fide established commercial or selling agencies maintained by the Lessor 
for the purpose of securing business. For breach or violation of said warranty 
TVA shall have the right to annul the lease without liability or in its discretion to 
deduct from the contract price consideration the full amount of such commission, 
percentage, brokerage, or contigent fee. 

VI. In consideration of the benefits to be derived by Contractor individually 
and personally from this agreement and the lease agreement described above and 
TVA’s reliance on the integrity and financial standing of Contractor in the develop- 
ment of this arrangement, Contractor guarantees the performance of all the 
obligations of the aforesaid Corporation under this agreement and as Lessor under 
the aforesaid lease agreement, and agrees that if the funds of said Corporation are 
at any time insufficient to meet on a current basis all of the financial obligations 
of the Corporation, Contractor will provide or will cause to be provided to the 
Corporation sufficient additional funds to enable the Corporation to meet all such 
obligations currently; and Contractor further agrees that at the time of execution 
of said lease agreement he will execute an appropriate instrument whereby he and 
his heirs and assigns specifically assume in respect to said lease the obligations 
described in this Article VI. Contractor also agrees to deposit or to cause to be 
deposited with TVA or in escrow under such terms as TVA shall reasonably 
require all stock in said Corporation, including both common and preferred, to 
secure the performance of the Contractor’s and Corporation’s respective obliga- 
tions under this agreement and the lease agreement and control by TVA of the 
activities of the Corporation. 

VII. Contractor shall keep TVA fully informed of the progress in his arrange- 
ments for financing the building and for its construction. Insofar as possible all 
contracts, bonds, indentures, deeds of trust, and other documents executed by 
Contractor or the Corporation to be formed by him shall conform to the terms of 
this agreement ans shall be written so as to protect TVA’s rights hereunder. TVA 
shall be given reasonable opportunity to review all such documents in advance of 
execution; and Contractor shall endeavor to have included in such documents all 
such provisions as TVA may suggest for the protection of its interests. 

VIil. This agreement cancels and supercedes all prior agreements and under- 
standings between TVA and Contractor concerning the construction and lease of 
an office building in Colbert County, Ala. 

In witness whereof, the parties hereto have hereunto subscribed their names as 
of the day and vear first above written. 

WaLLaAce 8. Pirts, Sr., 
TENNESSEE VALLEY AUTHORITY, 
By Joun I, SNYDER, 
Director, Division of Property & Supply 


Exuisit A 


DEscRIPTION OF LAND, WiLsON Dam RESERVATION, CoLBERT County, ALA. 


A tract. of land lying in Colbert County, State of Alabama, in the E4SW% 
and Wi4SE sec. 26, T. 3 8., R. 11 W., on the south side of Pickwick Landing 
Lake, approximately 2 miles east of Sheffield, and more particularly described as 
follows: 

Beginning at a point (coordinates: N 1,733,170; E 450,920) in the center of an 
intersection of old streets, in the centerline of a proposed street location, and at 
the most northwesterly corner of the land herein described; thence with the center- 
line of the proposed street location on a 5° and 51’ curve to the left in a north- 
easterly direction, 767.8 feet to a point in the centerline of A Street; thence with 
the centerline of A Street in a northeasterly direction approximately 505 feet to a 
point (coordinates: N 1,733,639; E 452,048); thence, leaving the street, 5. 38° 58’ 
E., 998 feet to a point in the centerline of B Street; thence with the centerline of 
B Street as it meanders in a general westerly direction approximately 1,650 feet to 
a point in the centerline of a proposed street location; thence with the centerline of 
the proposed street location on an 8° and 14’ curve to the right in a westerly di- 
rection, 361.5 feet te a point in the center of an intersection of old streets; thence, 
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with the centerline of an old street approximately along a bearing and distance of 
N. 10° 04’ E., 738 feet to the point of beginning, and containing 30.5 acres, more 
or less. 


Exurpit B 


TerRMs oF Avuctrron SALE OF PROPERTY, Just NORTH OF SECOND STREET, WILSON 
Dam RESERVATION, COLBERT County, ALA 


1. In case of dispute the decision of the auctioneer will govern. The seller 
reserves the right to reject any and all bids. The minimum bid acceptable shall 
be $26,000. 

2. The sale shall be for cash to the highest bidder. The succe 
is required to deposit immediately with the clerk of the sale as much : percent 
of the bid; the balance is to be paid within 30 days from the date of sale upon 
delivery of a special warranty deed to the purchaser or his nominee 

3. The auctioneer will identify the tract of land, and upon request, will read 
the metes and bounds description to be used in the deed of conveyance. 

1. No member of or delegate to Congress or resident commissioner shall be 

admitted to any share or part of the contract or agreement of sale, or any benefit 
that may arise thereform; but this provision shall not apply if the contract is made 
with a corporation for its general benefit. 
5. All fissionable material in the land offered for sale, together with the right 
at any and all times to enter upon said land and prospect for, mine, and remove 
such material, is reserved to the United States of America, as required by Executive 
Order No. 9908, effective December 8, 1947. 

6. The seller will reserve the right to maintain any boundary and traverse 
monuments which may be situated on the land 
7. The seller will also reserve the right to construct, maintain, and use highways, 
roads, and streets over those portions of the land 50 feet in width extending from 
the most northerly point along the northwesterly, west, and southerly sides 
to the most easterly point, together with the right to maintain, rebuild, and uss 
the road extending from Street B in a northwest direction through the land 
to a juncture with Street A and thence to the northwesterly boundary of the land, 
which latter right shall cease and determine at such time as the seller ceases to 
use said road 

8. The seller will also reserve easements and rights of way, of such width 
as is reasonably necessary for the operation, maintenance, and replacement 
of the existing electric distribution, sewer, and water lines extending into or 
through the tract of land. 


Exnisir C 


New York Lire INsur 
New York 10, N. Y., Febr 
Mr. Wauuace A. Pirts 
Vontgome ry, Ala 


Dear Sir: We understand that you propose to organize a corporatic 
after called the corporation) under the laws of Alabama, with the 
the corporation shall acquire from Tennessee Valley Authority (herein: 
VA) title in fee simple to a parcel of land owned by TVA and situs 
Florence and Sheffield, Ala., adjoining the Wilson Dam Reser\ 
construct thereon a seven-story and basement office 1 
by TVA 

We further understand that, currently with the acqui 
the corporation, as lessor, will lease the ss ’ TVA, as les ider a 
lease for a term of 20 vears from the date of completion and occupancy of said 
building by TVA 

We iurther understand that the cost construction of said building 
financed through the medium of an interim loan and that, upon com 
of construction, the permanent financing will be accomplished: (1) In 
through the issuance by the corporation of $3 million principal amount of its 
first mortgage sinking fund 4 percent 20-year bonds (hereinafter called the bonds 
to be issued under an indenture and deed of trust (hereinafter called indentur 
and to be secured by a first lien upon the project, an assignment of the lessor’s 
interest in the lease (hereinafter called the lease) to TVA and an assignment 


“tion of said property 





122 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


of the rents due under the lea and (2) in part through the borrowing of an 
additional $500,000 under an unsecured 4 percent loan (hereinafter called t!) 
term loan) for a term of 10 vears. 

We further understand that, under the terms of the lease, TVA, as lessee, would 
pay a basic annual rental of $299,507.56 during the first 19 years of the term thereo 
and of $228,850.56 during the remaining 10 years of the term thereof (said basi 
annual rental to be payable in monthly instalments), in addition to which T\ 
would pay, as additional rent, all real estate and other taxes and assessments 














applicable to the leased premises, all premiums for insurance maintained 
respect to said premises pursuant to the requirements of the lease, and all other 
expenses in connection with the operation and maintenance of the premises 
We further understand that the lease would grant to TVA an option, exercisable 
on satisfactory notice, to purchase th date yn Which interest 
might be payable under the indentu the sum 1) t ! 
which would be required to prepay vith the ter of tl 
indenture, all bonds then outstandir ure, plus an a 
equal to the then present value of quarter! ayments of $10,202.56 for the 
period from the date of such purchas expirati of tl 0-yeal 
term of the lease, plus (c) if such pur the first 10 vears of the 
term of said lease, an amount equal t value i 
payments of $70,657 for the period ich pul I 
of the tenth vear of the 20-year ten 1s tl umn ne 
premium, if any, \ h may then be payable with respect to the prepayment 
the term loan; the then present values of si iarterly payments t e det 
mined on the basi f tere at the 4 percent per a ( 
vertil quarter; Ihe righ » ext tior l ( lit 
upon the absence of a defaul nd r the lentul 
This is to advice hat, s to 
(1) Our approval of the and specifications for the proposed | 1 
and our being satisfied that the value of the land and building will be at lea 
equal to our investment in the bonds; 
(2) Our approval of the title to said premises; 
3) Our approval of the constr tion contracts or otner agr t ‘ 
the corporat 1 and the contractor or contractor whicl te Lor t for 
such construction work; 
1) The eompletior uilding pr to Jul 1, 1954 
in accordance with the as approved by us; and 
5) Our approval of ! nectio { trar 
actions herein conten ibstan¢ f all documents t 
be executed in connection rey rom ent thereto, including, witho 
limitation, t! e formal bond purchase agr 
ment hereinafter mentioned; 
this company is willing to purchase the proposed issue of bonds from ( 
tion at the price of 100 percent of the principal amount thereof, plus : 
interest, if any, to the date of payment. 
As above stat« a the lease must be a comp! tely net lease u ler which the S¢ 


is required to assume all expense and other burdens, of whatever character, i 


connection with the ownership, operation, and maintenance of the premises, and 





in no event may it be terminated by the lessee prior to the expiration of the 20- 
year term except by the exercise of. the option to purchase as above-mentioned 
The 20-year term of the bonds must coincide with the 20-year term of the 


ease and the payment dates for the monthly installments of annual rent must 
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occur at least 15 days 
payments are required 
The entire amount , 


paid to the trustee 


by 

tion witl 

the fees, a 
charge 

mortga 

stam} recordin 
indenture, the lea 
of he rents a i 


of pocket ex] 


pasic ft 

indicat I you 
, in the preparatior F the legal docume 
ill have to be resolved e negotiatio! 


this stage of the proceeding licate specifical! 
and our purpose in mentioning the matter at this time 
there will undoubtedly be questions which may not t 
any of the parties but which if and when they do arise, 1 
the satisfaction of all parties concerned. 

It is our understanding that TVA has indicated its a} 
of the new building in question upon substantially the basis hereinabove 

If the foregoing agrees with your general understanding, will you please 
cate by signing and returning to the undersigned, the enclosed carbon 
this letter? 

Very truly yours, 
H. Everetr Wooprvrr, Vice President. 
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Application of quarterly rentals amounting to $54,062 to amortize $3,000,000 
bond issue 
Principal > Balance Principal . Balaner 
+ seeemeeniien Reduction with ‘ caantani Reduction cith 
& at begin Interest of gle trustee & at begin- Interest rd grins —_ trustees 
z at end of endof| § ning of atend of | ot end of 
= period ; 4 pe rd 
J period y period period 
1 $3, 000, 000 $30, 000 $24 000 $662 41 , 795, 000 17, OF 37. 000 102 
2 2. 976, 000 29. 760 5. OOO 564 42 1, 758, 000 17, 5RO 37. 000 184 
3 2, 951, 000 29, 510 25. 000 716 43 721, 000 17, 21 {7 O00 24 
4 2, 926, 000 29 260 26, OOO 118 44 1, 684, 000 16, 840 38 O00 $55 
5 2, 900, 000 29. 000 25, 000 780 45 646, 000 16. 460 {8 OM) 60 
6 2, 875, 000 »® TAO 26, 000 692 46 1, 608, OOF 16, O80 0. O00 24? 
7 2, 849, 000 28, 490 265. 000 &H4 47 1, 569, 000 15. 690 99 O00 214 
8 2, 823, 000 28, 220 27, 000 06) is 1, 530, 000 15, 39. 000 57¢ 
9 2. , 000 27, 960 26, 000 YOR 44 , 491, 000 14, 91 40, OOD 328 
10 2, 000 27, 700 27, 000 960 AO 451, 000 14, 510 40, OOK 4x0) 
ll 2, 743, 000 27, 430 28. 000 192 51 411, 000 14, 110 1.000 2 
12 2, 715, 000 27. 150 27. 000 704 2 370, 000 13, 700 40. 000 { 
13 2. 668. 000 26, S&L 28, 000 486) ; 1, 330, 000 14, 300 42. 000 if 
14 60, 000 26, 600 28, 000 ‘48 | 54 1, 288, 000 12, 880 42, OOK 5 
15 32, 000 26. 3 mm OO) 5 1, 246, 000 12. 460 42 Ww) 
t > 604, 000 2 ) 20, O00 1, 204, 000 12, 040 4 0 at 
17 2. A745. OOO 25 ! 29. OOO i 162, 000 11. 620 4 (0 { 
18 2. 546, OOK 25, 46 29, O00 H2t »s 118, 000 ll 4 4 4st 
1” 2 7, 000 25.170 30, 000 8 ) 1.075. 000 10 14 r ys 
20 2, 487, 000 24, 870 29, 000 10 i O31, OOF 10,3 44. (i 
21 2. 458. O00 24, 580 10, OOO 2 61 87, OOO ) 870 45. 000 { 
22 2 428, 000 24, 2R¢ $1, 000 374 «62 942, OOK 4 45, OOK S4 
23 2, 397, 01 23, 971 $1. 000 a 63 807, 000 8, O7E 4 (i ‘ 
24 2, 366, 000 23, 64 41,000 Os 4 S51, 000 % Ww 4, (My 628 
25 2, 335, 000 23, 350 1, 000 Bso | 65 s 000 8, OM 1 AM 24 
2 2, 304, 000 23, 04 2, OO 2 | 6f 758, 00K RI 47. 000 
27 2. 272, 00 22, 720 41. 000 444 f 711. 00 ‘7 ( 
On 2. 241. 000 22, 410 43, OOO Tay 68 664, 000 6, 64 48. ( moe 
2, 208, 000 22, OSO 000 778 6Y 616, 000 t ‘i 49, OW) ys 
2 f wm 1 7Aa0 wo 6s j i) », O71 40 (MK “ 
» 143, 000 21, 430 OOK 91 5 180 49. 000 g 
) 2, 110, 000 21, 10 44. 000 474 2 469, OOF 4. 690 “ 4 
; 2.0 On 20. 760 4. 000 Tt ; 419, OOM 4 1% 1 OO 
34 2. 042, 1), 420) 34. 000 ( { t68, OOF 6x« ! 7 rs 
> OOS, OO) 4) OSD wo AV "© 17 ) 
a) 1, 973, 000 19, 730 », OOO 132 266, Of 660 2 000 
1, 938, 000 ), BRI ‘5, 000 414 4, 000 2 14 ( i4 
38 1, 903, O01 g ) 6, OOO 4 7s 61 mM 1.f 5 OOO 
) 1, Rf OO 18. f $6, OOO 458 7a LOS, OOF 1, OS 148 
40 1. 831. 000 1s 1 46, 000 90 80 55. 000 ) é 
he final rent payment ay be reduced by th smour »therw will I 
corporation 
Quarterly amount required to amortize $140,000 in 20 years, interest t pel 


cent 


per annum 


$140, 000 





- $2. 550. 64 
54. 8882061 
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Quarterly amount required to amortize $580,000 in 10 
cent per annum: 
$580, 000 


$17, 664. 25 


32. 8346861 


On $580,000 ( 


Total 


Average annual rent, 20 vears 
$299 507 


228, 850 


Mr. WALLACE 8. Pit! 
Montgomery, Alt 
Dear Mr. Pirrs: 
mage 2 of our letter 
TV A’s right to exert 
of anv defaults under 
that the mere existence 
cise of the option The poin 
must necessarily | accom} 
all sums payable 
wen enumeracec 
February 25, 105: 
Without attemp 
concept would bi 
appropriate provi 
denture to the effect 
would not be extin 
of the default and had fa 
cure the default 
that even though 
exercise it withi 1e til | ed, the le: 
subsequent fore ire, provided TVA was 
tions under the lease 
I trust that the foregoing will satisfactorily 


with respect to the portion of our letter ir 

I am forwarding a copy of this letter to the 
Robinson. 

If the foregoing agrees with your understanding 
signing and returning to the undersigned the enclos 
as well as the carbon copy of our previous letter to y 

Very truly yours, 


Copies to: 
Mr. John I. Snyder 
Mr. Walter M. Robinson 
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Exurpir D 


[He First Nationat Bank or FLoRENC!I 


Flore nce, Ala FP hruary 2 ; 1953 
Mr. Wauuace 8. Pirts, Sr 


1 ; 
Vontgomery 


‘ ‘ie 


DEAR Mr. Pirts This will confirm our several conversations concerning a& pro- 


posed $500,000 10-year term loan with 4 percent interest to be secured by a pledge 
of the proceeds of a lease between you and the Tennessee Valley Authority on 
property; in Colbert Cr inty, Ala 


This bank has discussed the proposal with the State National Bank of Deca 
and with several financially competent individuals in Florence, all of whom have 
agreed to join with this bank in making available the total sum of $500,000 for th 
loan referred to above 

Upon your formalization of plans, we will undertake to provide you with com 
mitmer d , he 1 tiation of your construction loa Which will « 

e to tl lenders Of co these provi ions Will ex 





legal aspect of the proposed loan. 


yY ol el I | 
Cc F LA I I Ir - l 
EXHIBIT | 
LH ro NA AL BANE M I y 
VM Jor 1 i ary 1958 
Mr. WALLA A, Ps 
\ ; 

Dear Mr. Pirts: For some months we have been negotiatir with you cor 
cerning the llity of a ynstruction loan in the approximate unt 
$3 500.000. for the purpose of erecting an office building for the Tennessee Va 
Authorit ( a parcel of land between Florence and Sheffield, Ala It is o 
l stand tha ‘ w obta 1 co t t fr the } Yo 
Life Insu ( f i l n mort e lo ( ! ¢ uld 01 

ympletion of the indaec tment fr the First N il Ba 
Flore ( and anc ther vartici { gpa 1O 1 $500,000, 10-ve te! } i 
eC ited upon ¢ nietior ( YY i ir 

1) matter wa ‘onsidered | our Directors’ Loan Cx nittee may, an ve 
propose to take a $350,000 participation in a construction mortgage loar f 
approximately $3,500,000, provided we can arrange for one of our correspondent 


banks t participate in the construction loan to the extent of the loan above our 


legal lending limit As you know, I have negotiated with two of our New York 
correspondent banks concerning this proposed construction loan, and both of the 
said banks have evidenced a desire and willingness to participate in such a con- 
struction loan. 

This will confirm the fact that, subject to all of the commitments for the long- 


term financing being consummated in fi 
execution of a sati 
instruments, and the arrangement of a satisfactory participation agreement, we 
expect to handle the construction loan on this project. The rate of interest on the 
construction loan and the details will, of course, have to be negotiated with you 

It is our understanding that the title to the property on which the proposed 
building will be erected will be vested in a corporation to be formed by you and the 
construction loan, of course, will be made to the said corporation. 

We are ready to begin final negotiations on the terms of the construction loan as 
soon as the other phases of the matter have been determiued. 


al form acceptable to us, and upon the 


} 


! 
loan agreement and appropriate security 





factory construction 


Yours very truly, 
WaLTeR KENNEDY, President. 


Senator ELLENDER. With respect to this agreement to erect this 
building, are we to understand that the builder would receive sufficient 
funds over a period of 10 years so that the whole cost of the building 
could be amortized and that the TVA would get it at the end of 20 


years free of charge? That is what 1 understood from your testimony. 
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AMORTIZATION OF BUILDING COSTS 


Mr. Cuapp. At the end of 20 years, if we did not earlier exercise 
the option to buy, the payments that we agree to pay would acquire 
the building for us. 

Senator ELLENDER. The payments you agreed to pay? By way of 
rent? 

Mr. Cuapp. That is right. But the rentals include amortization of 
the investment. 

Senator ELLENDER. Now let us make it clear At the end of the 20 
years, how much would TVA have to pay the builder of this structure 
in order to acquire title? 

Mr. Cuiapp. Nothing. 

Senator ELLeEnDER. That answers my question, You amortize 
with your rent? 

Mr. Cuapp. Yes, sir. 

Senator Dirxson. The lease, of course, is the best evidence of what 
this deal is. 

Senator ELLENDER. Yes, of course. But I just wanted to make the 
record clear. 

Senator SALTONSTALL. Mr. Clapp, following up some of the ques- 
tions that Senator Dirksen asked, and then Senator Ellender, assuming 
that you did move, why is it necessary to sell this land to this man, 
to this Mr. Pitts, this entrepeneur, and then buy it back again, in 
substance, when you take over the building at the end of 20 years? 
If this is a good deal, why does not the Government keep title to the 
land, and give this man a 20-year lease on it, or a 50-year lease, or 
whatever you want, and let him build a building on a leasehold, and 
when the lease runs out the Government wi!l own the land and own 
the building. Why sell the land and then taxe the land back again? 

Mr. Cuiapp. | think, Mr. Chairman, our General Counsel may be 
able to answer you better than I would. 

Senator SALTONSTALL. If you are going to do it, I think that 
would be the best way to do it. 

Mr. Cuapp. I think it may raise some question about getting it 
financed. 

Senator Dirksen. Do you have authority to place this land for 
public sale? 

Mr. Cuiapp. Yes; we have authority under our act, Senator, to do 
that. We can declare it surplus if, by a finding of fact, it shows no 
necessary relationship to any of our statutory programs. 

Senator Dirksen. That is just the point. You declare it surplus, 
surplus to all TVA purposes, and then you turn right around and 
negotiate a lease and make it essential to TVA purposes, the very 
land on which the building is built. 

Mr. Ciapp. Because it has a building on it 

Senator Dirksen. That is quite true, but it still does not affect the 
basic principle, that you declare it surplus, that is, surplus to every 
purpose that you have, and offer it for public sale, and then it comes 
right back to you in the form of a leased building. 

Mr. Ciapp. But the land located as it is without a building is 
surplus to our needs. But if it had an office building on it we could 
use it and it would not be surplus. 


35308—53—_9 
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Senator Dirksen. If these 30 acres were not available, where 
would you build? 
NEED FOR DESIRABLE LOCATION 


Mr. Ciapp. We might then be compelled to enter into a similar 
arrangement on the other side of the street or maybe in another part 
of that general area. We wanted to get a location that was as con- 
venient to all of our other facilities in that area as possible, and we 
wanted to get a location that was close to other private property, 
privately owned now, so that the auxiliary facilities, such as eating 
places and stores, and so on, would spring up nearby. If we loc ated 
it away inside of the area that we own there would be the problem 
of access, or going back and forth to commercial and shopping centers. 

Senator Dirksen. This is really a real-estate development which 
envisions, of course, the building of houses for these people that have 
to move down there, too. 

Mr. Ciapp. Someone will build houses; yes. 

Senator Dirksen. There will have to be houses for them. 

Mr. Crapr. Many of these employees will build their own houses, 
as they do wherever they go. 

Senator Dirksen. And probably Mr. Pitts will build some houses, 
too. 

Mr. Ciapp. I think perhaps he might be interested in building 
houses. 

Senator ELLeNpER. When you repure hase this land at the end of 
20 years, are you to get all of the 30 acres? 

Mr. CLapp. We will get the whole thing. 

Senator ELLenper. Are we to understand that in addition to this 
you are going to save $140,000 to the Government? 

Mr. Crapp. That is right. 

Senator E.utenper. That is a good bargain. 

Senator Dirksen. There is testimony to the other side that this 
deal will cost $4 million more than if they stay in Knoxville. Is that 
right, Mr. Kefauver? 

Senator Kerauver. I saw an analysis to that effect. 

Senator ELLenpeEr. I think we ought to go into it a little more so 
as to get to the bottom of it, because the testimony so far produced 
would indicate to me a splendid bargain for the Government. 

Mr. Ciapp. We think it is, Senator. And that is all in addition 
to the importance from the TVA Board’s point of view of being 
located closer to the area of its work. 

Senator SaytronstaLi. Mr. Clapp, may I ask two questions along 
that line. Perhaps you answered them through Senator Dirksen. 
You say there will be 300 employees moved, and it will leave a thou- 
sand employees in Knoxville. How many employees do you have in 
Muscle Shoals? 

MUSCLE SHOALS CHEMICAL PLANT 


Mr. Ciapp. There are about 2,700 employees in Muscle Shoals, in 
the Muscle Shoals area. A large part of them are the working forces 
in our chemical plants, You see, we have a sizable chemical operation 
there. 

Senator SatronstaL.t. They would have nothing to do with your 
headquarters there? 


7” 


Vu 


a” 


S 
1 


SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 129 


Mr. Ciapp. No; except the proximity to our chemical operations 
an important factor. 

Senator SaLTonsTaLL. How many are in your headquarters at 
Muscle Shoals now, in your administrative building or whatever you 
want to call it, apart from the chemical part? 

Mr. Ciapp. Office employees and administrative and professional 
people, something under a thousand. 

Senator SaLttonsTALL. So that you would have, when this move 
was Over, approximately, we will say, 1,200 employees in Muscle 
Shoals and a thousand left in Knoxville; is that correct? 

Mr. Crapp. That is about right. 

Senator Dirksen. Mr. Chairman, let us look at those figures for 
a moment. 


wD 


FURTHER DISCUSSION OF MOVEMENT OF EMPLOYEES TO MUSCLE SHOALS 


In your statement, Mr. Clapp, you say that as of February 28, 
1953, you had 2,727 employees in Muscle Shoals, including construc- 
tion workers. How many construction workers have you? 

Mr. Ourtver. Roughly 1,781. 

Senator Dirksen. Then you have 1,000 clerical in Muscle Shoals? 

Me. Outver. Professional, administrative and clerical, 946. 

Senator Dirksen. You say you are going to move 500 out of Knox- 
ville, and you would have 1,800 there? 

Mr. Outver. The 2,379 total in the Knoxville area includes trades 
and labor employees in number of 742. As of February 28 

Senator Dirksen. Would those be out of work when you moved 
from there? 

Mr. Ouiver. No. A few of them are custodial people in some of 
the buildings which we occupy, but these constitute very small group. 
The greater number would not be affected. The number of office 
employees, administrative, professional, and clerical in Knoxville is 
1,637, as of February 28. 

Senator Dirksen. What is that figure 2,379? 

Mr. Ouiver. That represents office employees, plus the construction 
workers, and all those we call trades and labor workers, who are hourly 
employees. 

Senator Dirksen. You do not say so there, but you mention con- 
struction workers specifically in Muscle Shoals. 

Mr. Oxtver. Most of the trades and labor people in Knoxville are 
construction workers. Some of the 1,781 at Muscle Shoals are not 
construction workers, but are hourly emplovees in the chemical plants, 
in the manufacturing operations there. In the breakdown which I 
believe you must have, Senator, there is a distinction between the 
office employees and the trades and labor groups. 

Senator Dirksen. But they are all part of your working forces in 
Knoxville. And unless they are dismissed, if they are still going to 
be there in whole or in part, you will have more than a thousand people 
left in Knoxville after you get through. 

Mr. Onrver. That is correct. 

Senator Dirksen. That answers your question. 

Senator SALronsTALL. Yes. It will be how many more than a 
thousand? 

Senator Dirksen. You have 2,379. Mr. Clapp says you will move 
out perhaps 300. That still leaves nearly 2,100 
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Mr. Outver. If you include the construction workers in that area, 
yes, sir. 

Senator Dirksen. How many will lose their jobs by the move? 

Mr. Outver. Affected directly by the move, Senator, not more than 
15 or 20. 

Senator Dirksen. Then you will have what, 2,000 left in Knoxville? 

Mr. Cuarp. That is right. I thought the chairman was making a 
comparison of office employees in both places. 

Senator Dirksen. They are all on your payroll. 

Senator SALTONSTALL. You will have 2,000 employees in Knoxville, 
and then you will have 1,200 plus the employees iu the chemical plant 
at Muscle Shoals; is that right? 

Mr. Ouiver. On that basis, including the trades and labor em- 
ployees, there would be roughly 3,000 employees in the Muscle Shoals 
area, because you would add, to the 1,200, 1,781 contruction ‘workers 
and workers in the chemical plants. 

Senator SALTONSTALL. There is 2,000 versus 3,000. 

Mr. Outver. Yes. 


Senator SaLronsta.u. Including everything. 
CONSTRUCTION WORKERS 


Senator Hitt. Let me ask this question about the construction 
workers. When the construction is done, do not some of them at 
least move out? 

Mr. Cxiapp. That is right. 

Senator Dirksen. Our friend just mentioned that only 15 or 20 
would lose their jobs in Knoxville. 

Senator Hitu. Fifteen or twenty; were they construction workers? 

Mr. Outver. No; custodial employees. That would be a rough 
guess. 

Senator Hitu. Custodial employees are different from construction. 

Mr. Chairman, I wish these gentlemen would check these figures 
carefully and give us a breakdown for the record. 

(The following information was supplied:) 


Location of TV A employees as of Feb. 28, 1953 


2 
Professional, Trades and 





ladministrative f otal 
and clerical labor 
a selina oom aan wept 
Knoxville a5 a 1, 637 | 742 2, 379 
Chattanooga = | 2, 020 190 | 2, 210 
All of Tennessee 5, 205 | 7, 686 | 12, 981 
Muscle Shoals area | 946 1, 781 2, 727 
All of Alabama | 1, 403 | 3, 662 5, 065 
Total TVA employment added 7, 026 | 13, 881 | 21, 087 
| 


Senator SaLtronstaLu. I do not think we will be able to finish this 
hearing today. Perhaps when you next come back, Mr. Clapp, you 
or your assistant will work this out. I would be curious as to why 
you cannot have this man build this building over a lease-hold basis, 
which I understand a lot of these post offices are built on, rather 
than to sell the land and then take the land back again. If you let 
the Government keep the land and give the man a lease, we will 
say, of this vacant land and he builds an office building on it and the 


n 
t 


S 


19 
10 
1 


5 
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Government agrees to rent it for 20 years, at the end of that time the 
Government will own the building. It would seem to me that the 
man would have to put up a little less money from the Government’s 
point of view, and it is not sort of a hocus pokus. 

Mr. Cuapp. I will get a statement for you on that. 

(The statement referred to follows: ) 

Mr. Pitts’ financing arrangements with New York Life Insurance Co. required 
him to obtain clear title to the site, in order to protect the foreclosure rights of 
the insurance company in the event of a default. See condition (2) on the insur- 
ance company’s financing commitment to Mr. Pitts, contained in its letter to 
Mr. Pitts of February 25, 1953, exhibit C, to the contract of March 10, 1953, 
between TVA and Pitts. 

Senator SatronstTaLL. There may be some reasons against it, but 
I am confident post offices are built on that basis. 

Senator Dirksen. They are not yet, but we hope they will be. 


PENDING BILL REGARDING PURCHASE LEASE AGREEMENTS 


Senator Hitt. We have a bill out of the Senate Committee on 
Public Works and also the House Committee on Public Works looking 
toward this very kind of a purchased lease agreement to avoid capital 
investment and amortize out the cost over a period of years. That 
bill is on the calendar now. 

Senator Dirksen. The fact of the matter is if you can build it in 
Muscle Shoals vou can build it somewhere in Tennessee, too. 

Senator Hiiui. Not in Tennessee, except in one place, under the bill. 

Senator Dirksen. That is right. 

Senator ELtenper. | wonder if Mr. Clapp would be good enough, 
since so manv people in Knoxville will remain there, to show in this 
statement that credit is being given to this number and that the 
feeling will remain as to those who move, as I understood it. 

Mr. Cuiapp. That is right. 

Senator EtutenpmER. I would like to see that in detail. I am very 
curious about it. 

Senator Dirksen. The testimony in the House was that this deal 
is going to cost $4 million more in 20 years; is that not right? 

Senator Kerauver. Yes. There is great controversy about it and 
I did see an analysis that it would cost $4 million or somewhere along 
that line. 

Senator ELLENDER. We might get an analysis from the statement 
made in the House. We might get an analysis from that, from your 
standpoint. 

Mr. Cuapr. We would be glad to make a comparison with the other 
analysis that has been made. I think one of the greatest difficulties 
in the other analysis that has been made is some suppositions about 
our rental situation in Knoxville that are not well founded. 

(Nore.—Material inserted at p. 165.) 

Senator SatronsTaLL. Perhaps you will give us the figures, if 
there are no more questions. 

Senator Hitu. I have some questions about these, Mr. Chairman, 


KNOXVILLE OFFICE SITUATION 


What is your office situation in Knoxville today, Mr. Clapp? 
Mr. Cuiapp. At the present time and for some years we have been 
scattered in 5 or 6 buildings in various parts of the city, using the 
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space that we could get hold of at the most favorable rental arrange- 
ments that we could make. The scattering of our forces in the city 
has made for inefficiency and considerable inconvenience. Bringing 
them together under one roof would be an advantage from the stand- 
point of the efficiency of an office force. 

Most of the buildings that we have are not air conditioned. This 
building at Muscle Shoals would be air conditioned. The facilities 
that would be built for Muscle Shoals are not fancy facilities. They 
compare very favorably, as the Bureau of the Budget pointed out, 
with building costs anywhere and, of course, considerably lower per 
square foot than you would get here in Washington. 

Senator Hixi. You said you were in 5 or 6 different buildings. If 
the language now in the bill put in by the House stays there, you could 
not move any of those offices to any other place? You could not even 
move some place in Tennessee; could you? 

Mr. Ciapp. That is correct. As I understand, the language now in 
the bill would freeze our present employees in Knoxville indefinitely. 

Senator Dirksen. That would not prevent you from renting a 
building. This says “‘to acquire a public building no funds should be 
used.” 

Mr. Crapp. However, the language of the House report goes way 
beyond that. 

Senator Dirksen. That is the law. That is the language. There 
is nothing to keep you from leasing quarters wherever you want—up 
in Illinois, if you like—but you cannot acquire a building. That is 
what that is designed to do. 

Senator Hitt. You mean you could not make a purchase lease 
agreement. 

Senator Dirksen. The language speaks for itself: ‘‘No part shall 
be available to acquire a building.”’ 

Senator Hiiu. That is correct. 


LANGUAGE CHANGE 


Senator SaLtronstauu. Are there any other questions? If there 
are no further questions, Mr. Clapp, will you now present your case 
for the language change which you desire to put back as follows: 

The bill includes the following provision: “ . no funds available for expendi- 
ture by this agency shall be used for the payment of the salary of any employee in 
the District of Columbia at a rate in excess of $8,000 perannum.”’ This provision, 
if concurred in by the Senate, will greatly increase travel expense and the overall 
cost of administering the TVA program. 

The Chair is a little uncertain as to why, if the present staff consists 
of one senior staff member who carries the responsibilities of the 
Assistant General Manager, 3 ebnbineatibic and clerical employees, 
and on occasion 1 or 2 student messengers who work on an hourly 
basis, you need that language stricken? 

Mr. Criapp. The senior staff member presently assigned to Wash- 
ington is receiving a salary that would be affected by this limitation 
and if we are not able to organize the office the way we have it now, 
it would be necessary, I think, if we were to keep the office at all, to 
assign at least two or three people to our office here who are familiar 
with different phases of the TVA work, to handle the types of problems 
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and questions that come up. That would be more expensive and less 
effective. 
Senator SaLTronsta.Lu. What is the salary of the present member? 
Mr. Crapp. $13,300. 
Senator SALstonsTALL. Who is that person? 


MARGUERITE OWEN CASE CITED 


Mr. Cuiarr. Miss Marguerite Owen. 

Senator SALstonsTaLL. How long has she been employed? 

Mr. Cuapp. She has been with us since about 1934 or 1935. 

Senator SALTONSTALL. Did she work for the Government before 
that time? 

Mr. Cuapp. I do not think so. 

Senator SALTONSTALL. I asked that question in the interests of 
pension or retirement, and so forth. 

Mr. Cuapp. No, that is not involved, Mr. Chairman. We are 
approaching it purely from the standpoint of how best and most effi- 
ciently to organize our work. 

Senator SaLronsTaLL. W hy did the House put that provision in? 

Mr. Cuiapp. There was no discussion of it at our hearing and no 
mention of it in the committee report. 

Senator Dirksen. Then why did you say in the release, ‘This 
apparently was aimed at Miss Marguerite Owen, capital representa- 
tive of TVA almost since its start” if there is no discussion of it in the 
House? 

Mr. Cuapp. That is not the statement that we issued. 

Senator Dirksen. It is here. 

Mr. Cuapp. I issued no such statement. 

Senator Dirksen. How did the New York Times get that? 

Mr. Cuiapp. I do not know. 

Senator Hii. It does not attribute it to Mr. Clapp. 

Senator Dirksen. It is not in quotes, but it was in the whole gen- 
eral statement. A reporter does not get that out of thin air. 

Senator Hiuu. | appreciate that, but he does not ascribe it to Mr. 
Clapp. 

Senator Dirksen. I do not know how he got it unless somebody 
talked, so I am curious as to why. 

Senator Hitu. She is the only person affected. She is the only one 
making over $8,000, is she not? 

Mr. Cuapp. She is the only one at the present time stationed here 
in the District of Columbia. 

Senator SALTONSTALL. What does she do? 


DUTIES OF MARGUERITE OWEN 


Mr. Cuapp. She is the head of our Washington office and handles 
most of our contracts with other Government agencies, with the 
Executive Office of the President, the Bureau of the Budget, with 
committees and Members of Congress whose offices call and want 
information quickly in connection with their correspondence or for 
other reasons. The position requires a person whose judgment of and 
knowledge about TVA work is comprehensive, as comprehensive as 
that of our general manager or a member of the board. 
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The alternative to such an arrangement, if I may suggest, Mr. 
Chairman, would be for us to have a group of people up there, each 
one specialized in one of the various fields of the TVA. 

Senator SavronstaLy. You said, broadly speaking, that she has an 
overall knowledge of the TVA, has been with it almost since its ineep- 
tion, that she has three TVA employees, and she is your general liaison. 
Does she have a direct wire to you? 

Mr. Crarp. No, we have a teletype system. 

Senator SALTONSTALL. Is she here the year around except for holi- 
days? 

Mr. Cuapp. Yes, with the exception of assignments in the Tennessee 
Valley from time to time. 

Senator Dirksen. Do you know of some reason that that provision 
should be aimed at an individual? Is there something this committee 
ought to know? 

Mr. Cuapp. Senator, it may be a matter of someone taking an out- 
side look at the classification of a job and wondering why the head of 
such a small office should get that grade. 

Senator SALTONSTALL. Who fixes her salary? 

Mr. Ciapr. The board through the classification system in the 
TVA has classified her job in a grade with, say, our top 10 staff 
members. 

Senator SarTonsTALL. That is the second top civil service grade, 
is it not? 

Mr. CxiaApp. I believe so. It is the third crade from the top in our 
service, the top grade being occupied by the board. 

Senator Sarronstautu. Am I correct in saying it is the top grade to 
which the board could assign a person? 

Mr. Ciapp. There is a grade higher than that. 

Senator SALTONSTALL. There is one grade higher? 

Mr. Cuapp. That is right. 

Senator SarronstaLu. How many people does the TVA have in the 
next higher grade? 

Mr. Cuiapp. There are three. 

Senator SaALronsTaLL. How many in the grade in which Miss 
Owens is in? j 

Mr. Crapp. I believe four, but I would like to check that to be sure. 

Senator ELLENDER. How long has she received that salary? 

Mr. Crapp. On this particular rate for a year more or less. This 
post has always been one of our top posts in the TVA. We have kept 
a small Washington office in order that it could be useful to the other 
Government departments and to the TVA in its liaison work. We 
have kept is small, with a small highly competent staff, in order that 
we could keep it less expensive. 

Senator SALTONSTALL. Is she the only person who has ever held this 
job? 

Mr. Cuiapp. That is right. 


ABILITY OF MARGUERITE OWENS 


Senator Hitz. And she has been exceptionally able, devoted, and 
fine employee, has she not? 

Mr. Crapp. She has without question. 

Senator Dirksen. Who appointed her in the first instance? 
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Mr. Cuapp. The TVA board. 

Senator Dirksen. Who was Chairman of the board at the time? 

Mr. Cuapp. Arthur Morgan, the original Chairman. 

Senator Hiiu. She has been there about 18 or 19 vears, has she not? 

Mr. Ciapp. Almost from the beginning. 

Senator Hriu. She has handled all your contacts with the Bureau 
of the Budget, with the White House, with the Army, the Navy, with 
the Atomic Energy Commission, and any other agency where you are 
working together? 

Mr. Cuapp. That is right. 

Senator Hiiu. As well as with Members of Congress and committees 
of the Congress. 

Mr. Ciapp. There is another problem connected with this limita- 
tion too, if I may just take another minute of your time. From time 
to time special problems arise, such as during the war when we had 
to have a special procurement officer up here in order to handle our 
requisitions that were going through the allocation agencies, the 
War Production Board and later the NPA. That means assigning a 
top-grade procurement engineer to the Washington office in order to 
handle that work. If we were limited by the amount we could pay 
or the grade of the individual we could station here, the only way to 
keep a qualified person here would be to place him on travel status 
and thereby make it more expensive to us. 


NEED FOR HIGH-GRADE PERSON 


Senator Hiiu. In other words, this job is a job of such importance, 
demanding such knowledge, background, and ability, that you have 
to have a pretty high-grade person in the job? 

Mr. Cuapp. That is right. 

Senator Hix. If you could not pay that person here in Washington, 
you would have to have that person on your payroll in Knoxville 
and then have to be sending that person back and forth to Washington? 

Mr. Cuapr. That is right. It would cost us much more money. 

Senator Satronstaty. Thank you. Those are the three sugges- 
tions you have for changes? 

Mr. Cuapr. That is correct. 

Senator SALTONSTALL. We have two distinguished Members of the 
Senate, our colleagues from outside of the committee, who have been 
very patiently waiting, Senator Kefauver and Senator Sparkman who, 
I believe, want to advise us on this subject. 

Senator Sparkman, I think you are the senior of the two Senators. 

Senator SPARKMAN. Senator Kefauver was here ahead of me. 

Senator SALTONSTALL. He was here ahead of you. I was going to 
add that. Senator Kefauver, would you like to talk at this time? 

Senator Kerauver. I am just so interested in the TVA. I know 
of its remarkable record, having been intimately acquainted with 
what it has done for the Nation and the valley for all of these years. 
I just wanted to be here during this testimony. Later on after the 
TVA witnesses have completed their testimony, ] would like to have 
the opportunity of making a brief statement, but not at this time 

Senator SALronstaLL. Thank you, Senator Kefauver. Senator 
Sparkman, would you like to speak at this time? 

Senator SpaRKMAN. Mr. Chairman, I did not know just what 
your schedule was. I will be available at any time. 






























136 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


Senator SaLronsta.v. I will just say, if I might, to interrupt with 
the prerogative of the Chair, that as an individual Senator, I always 
receive pleasant, courteous, and helpful treatment when I go around 
to other committees and I like, when I have the opportunity, to offer 
the same treatment to my colleagues. 

Senator Kerauver. You certainly have been courteous to us. 

Senator SpARKMAN. I would expect nothing less from you, and I 
appreciate it. 

Senator ELLENDER. While we are trying to be nice here, Congress- 
man Robert E. Jones of Alabama is here. I think the record ought 
to show that. 

Senator Hitu. He is one of the best Congressman in the United 
States, too, Mr. Chairman. 

Senator Dirksen. I will subscribe to that. 

Senator Kerauver. | would like to say that Senator Gore, my 
colleague from Tennessee, has also been here and he would be here 
continually but for other commitments which make it very difficult 
for him, and also Senator Stennis from Mississippi. 

Senator SALTonsTALL. The Chair understands that you did not 
wish to speak at this time? 

Senator SparkKMAN. If you have other witnesses. 


FULTON STEAM PLANT 


Senator SALTONSTALL. If it is agreeable to the other members of 
the committee, it seems to me that we have cleared up the amendments 
requested and not the issue is: Shall we or shall we not include this 
money for this Fulton steam plant? That involves some questions, 
I know, from Senator Dirksen on the whole policy situation and maybe 
the Chair would have a few. It was the intention of the Chair to 
open up that subject at the present time, let Mr. Clapp give us what- 
ever information he wants, and then hear the witnesses pro and con. 

Senator SPARKMAN. Mr. Chairman, of course I will be here all the 
time and it seems to me it would better suit the convenience of these 
other witnesses to proceed. I am at the demand of the committee. 

Senator SALToNsTALL. The question now comes really, if the Chair 
may put it: Are the power estimates correct? Is there a shortage of 
power? Should the TVA power be added to by including the Fulton 
steam plant at this time? Are there any gentlemen who would like 
to speak in favor of adding the steam plant? Is there anybody who 
is opposing the steam plant? 

Senator H1itu. I am a member of the subcommittee. Perhaps I 
will want to say something later about the steam plant. I did not 
want to do it now because Mr. Clapp is here. I would certainly like 
him to go into the question of power estimates of the TVA because it is 
certainly one of the bases that the House took the action it did on the 
steam plant and I would like to go into the power estimates. That 
will lead us into the steam plant. 


TVA’S ESTIMATES OF POWER DEMANDS 


Senator SaLronsTauu. All right. Mr. Clapp, on item IV of your 
letter you make a statement regarding TVA’s estimates of power 
demands. Would you please elaborate on that statement at the 
present time? 
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Mr. Ciapr. Thank you, Mr. Chairman. 

This statement, as our letter explains, is designed to clear up some 
of the assertions that are based upon the non-T VA estimates that were 
included in the material made available to the House committee and 
which assertions assured the House committee that the program for 
power construction that was before them would supply a surplus of 
power in the region served by the TVA in the fall of 1956 and the 
winter of 1957. 

The estimates for power requirements 3 years from this coming fall 
that we presented to the House committee make it very clear why we 
conclude that the program of plant construction which we will be able 
to carry out if the current appropriation bill is passed in its present 
form will not be enough to supply the power requirements of the 
region. 

A question has been raised as to the validity of the analyses we 
have made to forecast the power requirements of the region. The 
statement that is attached to the letter to the chairman of this com- 
mittee shows the estimates of 3 to 4 years ahead that we have given 
the Congress in years past. That record shows, for example, that in 
planning capacity for the year 1950 we had projected 3 years prior 
thereto and estimated power demand of 2,700,000 kilowatts. The 
actual demand that occurred in 1950 was 3,200,000 kilowatts, con- 
siderably in excess of what we had estimated. 

For the year 1951, 3 or 4 years prior to that year, we had estimated 
the demand to be 2,900,000 kilowatts. The actual demand that 
developed was 3,800,000 kilowatts, almost a million kilowatts more. 

For 1952, we had estimated 4 years before a demand of 3,500,000 
kilowatts, whereas the actual demand was almost 4,200,000 kilowatts. 
There follows in the tabulation the estimates we have made 4 
years in advance for 1953, 1954, 1955, and 1956, winding up for 1956 
with an estimated demand of 9,600,000 kilowatts. 

The importance of those figures is this: We have to make forecasts 
of the region’s power requirements far enough in advance to cover 
the time it takes to build the capacity to meet those requirements 
The figures upon which the House committee relied for its conclusion 
that TVA continuously overestimated its loads were estimates made 
only 1 year in advance. Those estimates are made on a somewhat 
different basis and frequently with somewhat different results. 


UNDERESTIMATING REQUIREMENTS 


Reviewing our longer-range forecasts which were used as the basis 
for seeking financing of new steam plants and new dams, the record, 
as I have pointed out here, shows us consistently underestimating 
our requirements rather than overestimating them. The committee 
of the House has said that we have consistently overestimated our 
requirements. These data show that quite the reverse is true. 

With respect to the figures referred to by the House committee, 
those were 1 year forecasts. Some of those figures which purport to be 
our estimates made a year in advance are not accurate. Some of the 
figures purported to be ours are not ours. Those figures presumably 

were drawn from our reports to the Federal Power Commission which 
we, like other power agencies, public and private, file with the FPC. 
There appears on page 3 of this statement IV the actual estimates 
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that we made 1 year in advance in our reports to the Federal Power 
Commission. el of showing, as the House committee report 
stated, that in those 12 years we had continuously overestimated our 
future requirements, the records show that on a 1-year basis, about 
half the estimates were over and half were under the actual demand. 
There is a further explanation, as set out in the statement, to be 
borne in mind, and that is that the actual demand in recent years 
has been greater than the load that is supplied, as a result of some 
curtailments we have had to impose upon the users of our electricity 
because we did not have enough electricity to supply them. There- 
fore, the comparisons used by the House committee are not only based 
upon figures drawn inaccurately from the record through inadvertence 
of one kind or another, but actually were not well understood as to 
their meaning. 

I think this statement of the record of our forecast of power require- 
ments makes it pretty clear that our estimates should be taken seri- 
ously. We have a vesponsibility to provide an adequate power supply 
in the Tennessee Valley region under the arrangements we have 
entered into, with the full knowledge of the Congress, with distribu- 
tion agencies of the region. When we come to this committee and to 
the committee of the House, as when we go to the Bureau of the 
Budget, we should be expected to make the best estimates we can of 
what the power requirements during the next few years will be and 
particularly of those power requirements that can only be supplied 
by beginning new construction projects promptly. Therefore, in dis- 
charge of that responsibility to the region and I think to the Congress, 
it is incumbent upon the TVA to make it perfectly clear that while 
we are not and cannot seek additions to the budget or to the appro- 
priation request that is before the Congress, it is incumbent upon us 
to point out that the powerplants now being built, together with the 
two additional units which the pending bill would permit us to start 
to build, will not in our judgment supply enough electricity in the 
late fall of 1956 and the early winter of 1957 to meet the requirements 
of that region. 


DEPENDENCE ON STEAM PLANTS 


Senator DworsHak. Are you entirely dependent upon steam plants 
for your generation now? 

Mr. Cuapp. No; we still get a substantial amount from our hydro 
plants. 

Senator DworsHak. I mean your new generation. 

Mr. Cuiapp. Practically so. 

Senator DworsHak. Entirely from steam? 

Mr. Cuiapp. Largely so. We are still building the Boone Dam and 
putting some additional hydro installations there. We have the Fort 
Patrick Henry Dam under construction. It will add some hydro- 
power. 

The Army engineers are building dams on the Cumberland which 
will add power to the TVA system. All of those additions are taken 
into account in our estimates. 

Senator DworsHak. What percentage of your current and antici- 
pated requirements for power are being met from hydroelectric plants 
and what percentage from steam plants? 
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Mr. WessENAvUER. At the present time, 36 percent of the capacity 
is in steam and 64 percent is in hydroelectric. 

Senator DworsHak. If your project is completed over the next 2 
9 3 years, what will it be? 

Mr. WesseNAvUER. With the completion of the project under con- 
struction and now proposed, we wore - ave about 37 percent of the 
capacity as hydroelectric and 63 percet ould be steam. 

Senator Dworsuak. However, you are 5s bainiane in no additional 
generating capacity from hydroelectric? 

Mr. WeEsSSENAUER. Yes, sir; there is in the program now under 
construction about 450,000 kilowatts of hydro capacity. 

Senator DworsHak. Over how long a period? 

Mr. WessENAUER. Over the next 3 years. 

Senator DworsHak. And during that same period, how much will 
you acquire from steam-plant generation? 

Mr. Wessenavuer. The steam plants being added would bring in 
about 4,400,000 kilowatts. 

Senator DworsHak. About 10 times as much from steam? 

Mr. Wessenaumr. Yes. 

Senator SALTONSTALL. Mr. Clapp, as I listen and have listened to 
this TVA discussion over the years, what in subete ance we do is figure 
out the capacity of any electrical energy that we can acquire from 
water when the water is running well. Then we say that we have 
that power avi ailable. Then we decide to kee p that rae available 
through all the dry months we build up steam plants so we keep it at 
that high head all the year around. Now, if you go ahead faster on 
your steam than on your water, you are changing the whole theory 
of the TVA and of course even if you build up to the maximum of the 
water and build your steam to keep it up all through the year, you 
are really going against the principle of what the TVA started with, 
are you not? I know you probably do not agree with that, but is 
that an unfair statement? 

Mr. Cuapp. I do not like to use the word “unfair,” Senator, but I 
think it overlooks certain facts that were implicit in the situation in 
the Tennessee Valley, not only at the time the act was drawn, but 
particularl: at the time of the major acquisitions that the Govern 
ment made in cooperation with the municipal and rural electric co- 
oper atives in buying out the existing companies that were there 
That was prior to 1940 pretty largely. 


FIRMING UP RELATIONSHIPS BETWEEN HYDRO AND STEAM PLANTS 


Let me say something about this ficming up relationship between 
the hydro and steam. If the Atomic Energy Commission had not 
come along with its tremendous requirements for electricity around 
the clock, hour after hour, day after day, resulting in the largest 
loads that have ever been put on the line in the history of the utility 
busines’ the amount of steam power on our system would not look 
nearly so large. We are still talking about the addition of steam 
plants in order to firm up the hydro power available in the completed 
river system. 

The atomic-energy program, together with other national-defense 
requirements, has accounted for a large portion of the steam capacity 
that we are building and have built, If you take the atomic-energy 
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loads and similar loads out of our picture, and the steam capacity 
that must be used continuously in meeting those loads, and then relate 
the remaining steam to the hydro, we still have room in which to 
build steam to firm up our hydro. 

Senator SALTONSTALL. That is very interesting. Let me put it this 
way: The AEC this morning told us—I think Senator Dirksen, 
Senator Bricker, and I were the only ones present—that they had 
enough power through the TVA and other sources as far as they could 
see in the next 3 years. In making that statement, they were very 
careful to say that they did not know what the other demands on 
power were on the TVA. In other words, the AEC is satisfied that 
you, plus the private companies, are going to give them all the power 
they need in the foreseeable 3 years. 

My question, therefore, is, if that is true from the TVA point of 
view, are you going to fail in your demands to your other customers, 
the municipalities, the industries, and the cooperatives in the field 
where you have been supplying them? 

Mr. Crapp. Yes, Senator, we will fail in this respect: It will be 
necessary to do one of two things, to meet or avert a power shortage 
period, assuming that we cannot build plants to avoid it: One, we 
would have to tell those customers of ours, municipalities and rural 
electric cooperatives, to start putting the lid on the growth of their 
loads. ‘‘Do not take on new customers. Discourage the develop- 
ment of your local industrial loads. Remember, that any additional 
load you take on you take at the risk of serious curtailment of that 
load in 1956 and 1957 because we will not have enough power to meet 
your requirements . 


EFFECT OF FULTON STEAM PLANT 


Senator SatronsraLyt. What you are telling us in substance then 
is that this Fulton steam plant is not an immediate necessity, but it 
may help the present industries within vour area increase their growth 
over the next 3 or 4 or 5 years; is that correct? 

Mr. Cuapr. That is right, industry and business and commercial 
use is growing and 

Senator SALTonsTALL. However, if we say no to that this year in 
the interest of trying to balance our budget or in the interest of 
trying to keep or prevent inflation, you will agree there is no immediate 
demand for that Fulton steam plant, is there? Put it that way. 

Mr. Crapp. That is right, the need is not at this moment, Mr. 
Chairman. The need will be upon us 3 years from now. It takes 3 
years to build one of these large steam plants. The steam plants 
and dams that we started to build 3 vears ago are now coming into 
operation. For example, our Shawnee plant, which is an old and 
familiar name to this committee, started operations in early April, 
but construction on it was started about 2% years ago. 

Senator SavronstaLu. As a policy decision then, it is for this 
committee and the Senate to decide how close by is the future growth 
of industries in the Tennessee Valley Authority area that would 
be ad arene the new plant this year? 

Mr. Crapp. Could I state it just a little differently? From TVA’s 
point of view, the question is, What is the TVA to tell the people of 
the Tennessee Valley region, the industry, the farms, the homes, and 
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the businesses about the prospects of having enough power in 1956 
and 1957? If we cannot begin this summer to construct new capacity 
beyond what is now in this bill, we will have to tell the Tennessee 
Valley region that there will be a shortage of power in late 1956. 

Senator SaLtTonsTa.u. Is it not also a fair statement that neither 
you nor I can answer that God being willing, we hope the Atomic 
Energy pile of bombs will ease up to the extent that maybe the 
demands of power for the AEC will let down a little by 1956? 

Mr. Ciapp. That would be a boon to our power situation. 

Senator SALToNsTALu. Exactly. It is a question that nobody in 
this room can answer today. 

Senator Hiri. You did not have an indication this morning? 

Senator SALTONSTALL. We have no indication of that, no. We had 
none this morning. 


COMMITMENT TO FURNISH POWER 


Senator Hitu. On the other hand, you have a solemn commitment 
to them to furnish this power. 

Senator SaLtonstaLu. That is correct. 

Mr. Cuapp. We are going to have the contracted power available 
for AEC even if it means taking it away from somebody else 

Senator SALTONSTALL. We hope world conditions will be a little 
smoother and easier in the next 3 years. Certainly all of us pray for 
that. Whether or not they will be is another question. 

Senator Hiuu. So far as your obligations and commitments are 
concerned you have to furnish this power? 

Mr. Cuapp. That is right. 

Senator ELLeNDER. Mr. Clapp, when you first appeared before us, 
and I think your predecessor, asking Congress to appropriate money 
to erect these steam plants, your idea was, as well as your predecessor, 
that these plants should be built merely to firm your hydroelectric 
power; is that true? 

Mr. Cuaprp. We were asking for steam plants to firm up the hydro 
power, that is right. Some of them were requested to meet national 
defense power needs. 

Senator ELLENDER. Today you have reached the point where, if 
this program is carried on as you are now advocating it, 63 percent of 
the power produced in the valiey would be coming from steam and 
37 percent from hydroelectric power; is that right? 

Mr. Crapp. That is right and over half of all the energy that is 
produced by steam goes into atomic energy plants. 

Senator ELLENDER. That is how we drifted into socialism in the 
power field. 

Senator Hitt. You drifted into national defense and atomic energy. 
Over half of it goes to atomic energy. 

Senator ELLENDeER. I understand that 

Senator Hitz. In other words, if you had not built those plants 
and if Congress had not given the money to TVA, then Atomic 
Energy would have to build it themselves. 

Senator ELLENDER. I would rather have done it that way. 

Senator SALTONSTALL. On a question of procedure, may I say this? 
Mr. Clapp, as I see it now, if these gentlemen who are your assistants 
can finish tonight, I would hope in another 15 or 20 minutes, then I 
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would hope that you would be back here personally with what assist- 
ants you want when we open this meeting to the public on Friday so 
that vou would be here to answer any questions that any member 
wanted to ask on any points brought up, if Senator Hill, Senator 
Ellender, Senator Dirksen, and Senator Dworshak are willing, and 
we could complete the Government witnesses in the next 15 minutes, 
it would be extremely helpful. 

Senator Dirksen, have you any more questions of anyone except 
Mr. Clapp or his assistants? 

Senator Drrxsen. No. 

Senator SALTONSTALL. Have you, Senator Ellender? 

Senator ELLENDER. I have no further questions. 

Senator SALTONSTALL. What about you, Senator Hill? 

Senator Hiiu. I think Senator Kefauver and I would like to have 
some testimony from Mr. Baker. I have not talked to Mr. Baker. 
Mr. Baker may have a statement on forestry. 

Senator SatronsTALu. I will say, Mr. Clapp, that we have TVA 
witnesses starting at 10 a. m. on Friday, and therefore, we would like 
to have you present with whomever you care to bring with you pre- 
pared to answer any question on the broad TVA program. That will 
be Friday morning. Unless Senator Hill or Senator Kefauver has 
something, we could go back to Knoxville or Muscle Shoals. 

Senator Hill, Mr. Chairman, may I ask some questions here about 
this power? 

Senator SALTONSTALL. Yes, sir, 


NECESSARY POWER CURTAILMENTS 


Senator Hitz. Mr. Clapp, could you give us some examples of 
necessary curtailments that you had to me ake in the past—I am not 
talking about the future now—because you did not have sufficient 
power to meet the demands? 

Mr. Ciapp. The first thing that happens when power supply is 
tight is that the aluminum, chemical, and other industries with whom 
we have contracts in which some interruptions in power supply are pro- 
vided for are required to cut down on theiroperations. ‘That means, for 
example, in aluminum operations that they may have to close down 
one or more pot lines because we do not have the power to supply them. 

It may mean with chemical plants that run electric furnaces that 
they have to stop some of those electric furnaces until our load from 
other users has dropped away from its peak to give us enough capacity 
to put them back on the line again. Those are the types of operations 
that get hit first. That reduces production in the area, it reduces em- 
ployment in the area, and we fail to sell some power that we otherwise 
could sell. 

Senator Hiiu. Let me ask you this question: You spoke about your 
3 year estimates. Most of them in recent years you said you had 
underestimated. 

Mr. Crapp. That is correct. 

Senator Hii. Is not the 3 year estimate the basis used by the De- 
fense Electric Production Administration in its amortization for tax 
purposes of private companies? 

Mr. Wessenaver. I am not entirely familiar with that, Senator, 
but I believe the tax amortization granted to private companies is 
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based on the acceleration in rate of growth over that which the com- 








0 pany may have experienced over the past number of years. The ex- 

r tent to which in recent years new projects have to be built more rapidly 

r indicates an abnormal expansion on their part and therefore supports 

| their request for the amortization certificate. 

q Senator Hitt. This new Fulton plant we have been talking about 
would be very close to the city of Memphis, would it not? 

t Mr. Cuaprr. We had proposed its location for a site on the Missis- 






sippi River about 35 miles north of Memphis. 

Senator Hitt. Memphis is the largest city served by TVA? 

Mr. Cuiapp. That is right. 

Senator Hitt. Where you send some power some distance, we will 
say to a great city like Memphis, do you not have a great deal of 
wastage, which means uneconomical transmission? 

Mr. Cuapp. We have transmission losses in shipping our power 
from the generating stations to the load area. Memphis is served 
from our system over transmission lines that come in from Pickwick 
Dam about 100 miles to the east and from the Johnsonville steam 
plant, which in turn are tied in with our whole system. The Memphis 
load is a large load at the extreme western end of our system. 















TRANSMISSION LOSSES 






Our losses in transmission are averaging about 6 percent for the 
entire system. Memphis is much farther from our present generating 
plants than most of our loads. Locating a plant at the Fulton site 
would give us a new source of power most economically related to the 
western end of our system, which is going to experience considerable 
growth in load in the next few years. It is an economical location, 
because, among other things, it would reduce transmission losses by 
being close to a large load center. The site is on water transportation 
and thereby makes it possible to transport at reasonable cost the coal 
it would use from Illinois, Kentucky, and Indiana, and it also can be 
tied in very conveniently with our existing transmission system. For 
all those reasons it would be a very economical and efficient plant for 
its purpose. 

Senator Hitt. Mr. Clapp, let us ask you this: During the last 
several years, up to the last fiscal year, of course, this year has not 
ended yet, what was your rate of return to the Treasury on your power 
investment? 

Mr. Criapp. The net income from our power operations in the last 
5 fiscal years, ending June 30, 1952, provided a rate of return averaging 
5 percent. Our rate of return for the fiscal year 1952 was 4.7 percent. 

Senator SALTonstTaLL. Would the Senator yield? 

Senator Hii. Yes. 

Senator Satronsta.u. Is that before, or after, taxes and deprecia- 
tion? 

Mr. Cuiapp. That is after payments made in lieu of taxes to States 
and counties under the provisions of the law and it is after depreciation 

























RETURN ON CAPITAL INVESTMENT 










Senator SALTONSTALL. And how much does it include as a return on 
capital investment by the Government? 
Mr. ¢ Cuapr. That is the return, Senator. 
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Senator SALTONSTALL. I meanisa 5 percent return on capital invest- 
ment put out by the Government? 

Mr. Crapp. That is right. 

Senator SaALToNsTaL.. After taxes? 

Mr. Crapp. Five percent on the total amount of money invested in 
the TVA power system. If you want to compute the cost of money to 
the Government and figure a rate of interest, which on the average over 
these last 20 years has been 2 percent, then the net income would cover 
that and leave 3 percent more as an additional rate of return. 


PAYMENTS IN LIEU OF TAXES 


Senator SALTONSTALL. Payments in lieu of taxation, at what 
rates are they? 

Mr. Cuarp. They are fixed by the TVA Act. They are paid by 
the TVA as 5 percent of our gross power revenues (exclusive of sales 
to Federal agencies), allocate od among the States on the basis of where 
the power is generated and where it is sold, and with certain stipu- 
lations as to minimum payments to counties which were affected by 
the acquisition of private companies. 

Senator SALTONSTALL. It is not as high as collection of Federal, 
State, and local taxes you would have to pay if you were a utility? 

Mr. Cuarr. If you were to add to TVA payments in lieu of tax 
payments made by the distribution systems—the municipal and 
rural electric systems—the total payments would fall in the range 
of State and local tax payments made by private utilities, though, 
of course, it would not equal the amount if you included Federal 
income tax. 

Senator SatronstaLu. Thank you, Senator. 

Senator Hity. Certainly. 

Mr. Clapp, I want to get this clear. If you do not get the money 
to start this Fulton plant this year, meaning this coming fiscal year, 
1954, then you could not have the power that you estimate will be 
needed and that there will be a demand for by 1956; is that right? 

Mr. Ciapp. That is correct. 

Senator Hill. You will have the shortage you have been speaking of? 

Mr. Cuapp. Yes, sir. I believe this committee is well aware that 
it takes about 3 years between the time you start committing the 
manufacturing of turbo generators and boilers to get those generators 
and boilers fabricated, the site prepared to receive them, and the 
facilities installed. 

Building the steam plant, therefore, is a 3-year proposition and if 
ve are to have a unit on the line in the fall of 1956 we have to start 
this summer. 

senator Hitit. You have to get your orders in with the companies 
that manufacture these generators and these other things that go 
into making up that steam plant? 

Mr. Cuapp. That is right. 

Senator Hint. Of course, you cannot put the order in unless you 
have the money from the Congress to pay for it. 

Mr. Cuapp. That is right. 

Senator Hixx. If you do not get your orders in this summer, you 
cannot have your plant by 1956; is that right? 

Mr. Ciapp. That is correct. 

Senator SaLTonsTALL. Senator Dworshak. 
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INDUSTRIAL INFLUX INTO TVA AREA 


Senator DworsHak. Mr. Clapp, I recall several years ago there was 
a steady influx of industrial concerns from New England and other 
sections, particularly from the East, into the TVA area because of the 
attraction of low power rates. Has there been any such influx or 
movement during the last 5 years? 

Mr. Cuiapp. Senator, that influx that is frequently talked about 
really has not happened. I should not presume to know about what is 
happening to industry in New England when there are experts here 
who know much more about it than I do, but the figures that we see 
show that to the extent that the textiles are moving out of New 
England, they are not moving into the Tennessee Valley area. 

They are moving into parts of the Southeast, but in parts of the 
Southeast where the difference in power rates between their rates and 
New England rates are not as much as they are between the TVA 
and New England power rates. Again, it is true that there has been 
an expansion of the shoe-manufacturing industry in the Tennessee 
Valley and to the west of the Mississippi, but if you examine that, 
it is not an influx or a shift from New England to the Southeast or to 
the South or the West; it is an expansion largely of the St. Louis and 
the Nashville centers. 

Senator DworsHak. Are you not furnishing any of your TVA 
power to such industrial concerns that move into that territory or have 
moved in their since, say, World War II? 

Mr. Cuapp. We have had a substantial industrial development in 
the Tennessee Valley, but the way it happens is not by factories closing 


their doors in one center and picking up their machinery and moving 
it into the Tennessee Valley to get power from the TVA. The indus- 
trial development that is taking place in the Tennessee Valley is 
largely in three major categories. 


EXPANSION OF LIGHT METALS AND CHEMICAL INDUSTRIES 


There has been a substantial expansion in the light metals industry 
where large quantities of power are very important, but the light 
metals industry was in the Tennessee Valley before the TVA came 
there. It has grown and expanded greatly in large part because of the 
TVA. It has also grown greatly in the Northwest and now in the 
Southwest. 

Secondly, the chemical industry is also an expanding industry in 
the Tennessee Valley, but it has not moved from New England or 
from other parts of the country. It established itself originally in the 
Tennessee Valley. 

Senator DworsHak. Then your TVA rates have nothing to do with 
attracting any of these industries there? 

Mr. Cuiapp. Yes, I think the TVA rates had a great deal to do with 
it with respect to the aluminum and chemical industry. 

Senator DworsHak. However, you have not had any power but 
what vou are providing largely from steam plants. You would have 
run out of hydropower a long time ago. I just wonder if there is any 
justification for Congress to continue expansion of power in TVA by 
steam plants in direct competition with every other industrial section 
of the United States. Does that make sense to you? 
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Mr. Carp. The steam plant additions to the TVA system are, of 
course, affecting our rates to industry. In the last 18 months we 
have negotiated with our municipal and rural electric cooperative 
customers an increase in rates to be charged to large industrial loads 
to reflect the fact that higher cost power is coming into our system, 
but those new industries that are taking that power are paying those 
additional costs. 

Senator DworsHak. They have no other alternative when they are 
located there. ‘They cannot pick up their plants and go to some other 
section because they did not get continuance of low rates. 

Mr. Cuapp. No more readily than anybody in New England could 
pick up a plant and move to the Tennessee Valley. However, the 
third type of industry that I wanted to mention was the miscellaneous 
local industry that is indigenous to the area and is developing and 
growing because of some basic changes in that area. 

Twenty years ago, you did not find cheese plants there, for example, 
because there were not many dairy herds. .There were not many 
dairy herds because there were not the pastures, because there was 
not the phosphate. 
SUBSIDIZATION OF TVA 
Senator DworsHak. I do not want to get into an argument with 
you, but if I came from any other section than the great Columbia 
River in the Northwest, I would certainly strenuously object to the 
exploitation and the subsidization of the TVA out of the Federal 
Treasury to make it an attractive industrial area in direct compe- 
tition with the entire country, with possibly the exception of our 
Northwest. I have no quarrel with you. We have lower rates and 
we always shall have, because we have, I would not say almost 
unlimited hydroelectric power, but we have a vast amount. They 
propose to build steam plants. So far we have not had to do that 
because we have not exhausted the availability of water for the 
hydroelectric generation, but it is difficult for me to rationalize this 
constant expansion through steam plants. Why do you not build 
steam plants up in the chairman’s area? Or in the Chicago area, or 
any other section? It does not have to come out in the Northwest. 
Why does not the TVA build steam plants and exploit the power rate 
in these other areas? Why do you have to concentrate them in your 
section? As long as you had hydropower, I would not quarrel with 
you—nature gave you that—but when you resort to steam generation, 
it is hard for me to understand that. 

Mr. Ciapp. May I comment on that? 

Senator Hii. Let Mr. Clapp comment on that. 

Senator SaLronstaLL. Could you confine your comment to about 
2 minutes? 

Senator Hix. I think this is very important. I want him to make 
a good answer on that because I know the answer and I am sure he 
can give it. 

Mr. Cruapp. Senator Dworshak, you refer to the extent to which 
the rest of the country is subsidizing this one region. I just want to 
give you a few facts on that. Over half of every dollar the TVA has 
spent for purchases has been spent outside of the Tennessee Valley. 
Where do these turbines come from? Where does the steel come 
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from? Where does all of the equipment come from that goes into 
these dams and steam plants? Most of it comes from outside the 
Tennessee Valley. Move than half of the money, therefore, that the 
taxpayers have put through this ee ee committee year after 
vear as an investment in the Tennessee Valley has gone from the 
TVA to the rest of the country in the first instance. And the power 
consumers in the Tennessee Valley are repaying the national invest- 
ment in TVA powerplants. 

Senator Dworsnak. In all subsequent instances, it remains a 
distinct advantage to that territory. 


'VA EFFECT ON TRADE 


Mr. Cuapp. Another fact that I think is overlooked on this so-called 
subsidy question is that as you build the Tennessee Valley region you 
help it to trade with other parts of the country, and trade is a very 
important thing in the economy of out Nation. The fact that we have 
made electricity abundant in the Tennessee Valley where there was 
so little before, and that we have been able to produce it at rates that 
are low enough for people to use it, means that the citizens of the 
Tennessee Valley States have spent a billion dollars of their money 
for the purchase of appliances in the years since the war. Most of 
those appliances are not manufactured in the Tennessee Valley. 

Senator DworsHak. Can you not apply that same principle to 
every other section of the country so long as you utilize steam plants 
for generating electricity? 

Mr. Cuiarp. I say utilize any kind of plant that meets the economic 
necessity. 

Senator Dworsnak. I am trying to specify steam generation. | 
will not quarrel with you on hydroe lectric power generation. Cer- 
tainly I cannot understand why you cannot apply that same principle 
Why do you have to build steam plants in that territory when you 
can build steam plants in every other section except the Columbia 
River Basin where we do not need it? 

Mr. Ciapp. We have a different responsibility, Senator, from 
agencies in other areas. One can argue whether we should have it, 
but the fact is we do, and that responsibility is twofold. One is the 
responsibility that we have to 150 municipal and rural electric coopera- 
tive systems that joined with us, under the sponsorship of congres- 
sional enactment, to get their power supply from the Tennessee Valley 
Authority- 

Senator DworsHak. Do you have to build steam plants to take 
care of that demand? 

Mr. Crappr. That is right. 

Senator DworsHak. You do, to serve REA’s? You have no 
hydroelectric power? 

Mr. Cuiapp. Not enough. 

Senator DworsHak. They are preferential customers and you 
have to take care of them before anybody else. 

Mr. Cuapp. That is correct, and we take care of them from the 
hydro system firmed up with steam. The other responsibility that 
we have is one that has come about through the introduction of these 
tremendous atomic energy programs in the Tennessee Valley. 
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Senator Dworsuak. Located there primarily because ycu offered 
them cheap hydroelectric rates, 
Mr. Ciapp. No; they located there because they wanted, as I 
understand it, an area secure in the internal part of the country with 
good topography and with abundant supplies of power obtainable. 

Senator DworsHak. However, you did not have the abundant 
es OW of power. That was a misconception. 

Mr. Cuapp. Senator, there is not enough hydro power in the 
Tennessee Valley to meet all the needs of the Atomic Ene rgy Commis- 
sion even if we were serving no one else, so if they had the idea that 
they were locating there so they could use just hydro power, they 
would have had to trim their requirements a great deal and keep their 
expansion down. 

This area has a special virtue of having not only a good deal of 
water power but also lots of coal. I think it would be a cardinal 
mistake for this area to try to just build power supply upon a hydro 
system alone when the coal is as great a ntaural resource as the water. 

Senator DworsHak. However, that was not in the original picture 
when TVA was set up. 

Mr. Cuapp. The original act refers to steam plants and there was a 
steam plant at Muscle “Shoals at the time we took over the properties. 
Also we bought steam plants from existing utilities. 

I am sorry, Mr. Chairman, that I have taken more than 2 minutes. 

Senator Hit. But for this enormous burden imposed by the Atomic 
Energy Commission you would have not had to build all these steam 
plants? 

Mr. Cuapp. That is right. 
Senator SALTONSTALL. Senator Ellender has a couple of questions. 


RATE 





REVISION 


Senator ELtenprER. Mr. Clapp, a while ago you stated that it was 
necessary for you to revise rates with your customers. In the revision 
of these rates, I assume that it was necessary, so as to amortize the 
payment of all of these steam plants that we are building in conjunc- 
tion with TVA? 

Mr. Cuapp. That is right. 

Senator ELLeNpmER. Aside from this interest that vou mentioned of 
5 percent are you providing for a sufficient sum so as to pay the capital 
payment or the initial investment of the various dams, including steam 
plants? 

Mr. Cuapp. Indeed. We are, in our rates, collecting sufficient 
amounts to pay back the original investment and the Government will 
still own the plants. 

Senator ELLtenper. Are you still conducting this chemical plant? 

Mr. Ciapp. Yes, sir. 

Senator ELLENDER. Is it self-sustaining? 

Mr. Cuiapp. Yes, it is. 

PAPERMAKING 











Senator ELLENDER. What about papermaking? Were there any ex- 
periments being conducted there in that field? 
Mr. Cuapr. No. 


Senator ELLENDER. You never have? 
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Mr. Ciapp. No, TVA has not manufactured paper. A private 
company is now building a paper mill in the Tennessee Valley 

Senator ELLENDER. Then, you do not carry on experiments of an 
kind for the making of paper? 

Mr. Ciapp. No, we do not. 

Senator ELLenperR. Only fertilizer? 

Mr. Criapp. Fertilizer and munitions. 

Senator Hitu. Munitions are tied in with the Armed Forces 

Mr. Cuiapp. That is right. Senator, if 1 may, I would like to men- 
tion too that in connection with our service to the Atomic Energy 
Commission we have been responsible for a considerable saving to 
the Government by the availability of this power. Our rates hav: 
been used as a kind of a base line for the Atomic Energy Commission 
in negotiating other contracts with private companies, and they 
have been able to get the power for less than they would have had 
to pay otherwise 

TVA CHARGES 


Senator DworsHakx. What do you charge for your TVA power? 

Mr. WeEsSENAUER. It is about 3.85, for AEC 

Mr. Crapp. That is 3.85 mills per kilowatt-hour. 

Senator Hiiu. The fact is that no industry has picked up and left 
New England or left any other section of the country and come to 
the Tennessee Valley; the industry there has been the industry that 
has developed indigenously, so to speak, to the valley. 

Mr. Crapp. That is right, and expansions of existing plants and 
establishment of branch plants by large national industries. 

Senator DworsHak. In the last decade, there has been no move- 
ment or trend of any industries from any section of the country, say, 
the eastern half of the United States, into the TVA area primarily 
to take advantage of low power rates? 

Mr. Cruapp. I do not think that is the case. As a matter of fact, 
some of the criticism that is leveled goes the other way. 

Senator DworsHak. That is what I am trying to find out. Is 
it justified? 

Mr. Capp. Some of that criticism goes the other way. Some will 
say that the TVA is a failure, because it does not attract industry 
into its area. We believe TVA has encouraged industrial develop- 
ment but not enough. 

Senator SaLronstTaLu. On that little note, we will recess until 10 
o’clock on Wednesday morning. 

(Whereupon, at 5:55 p. m. Monday, June 22, 1953, the committee 


recessed, to reconvene at 10 a. m. Wednesday, June 24, 1953 
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WEDNESDAY, JUNE 24, 1953 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPTIATIONS, 
Wash ington, RDC 

The subcommittee met at 10:10 a. m., pursuant to recess, in room 
F-37, the Capitol, Hon. Leverett Saltonstall (chairman of the sub- 
committee) presiding. 

Present: Senators Saltonstall, Dworshak, Maybank, Robertson, 
and Kilgore. 

VETERANS’ ADMINISTRATION 


OFFICE OF THE ADMINISTRATOR 


STATEMENTS OF H. V. STIRLING, DEPUTY ADMINISTRATOR; 
S. M. MOORE, JR., BUDGET OFFICER; JOHN D. BAKER, ASSIS- 
TANT BUDGET OFFICER; URBEY E, WELLS, CHIEF, ESTIMATES 
DIVISION ; VICE ADM. JOEL T. BOONE (M. D.) RETIRED, CHIEF 
MEDICAL DIRECTOR; A. F. BIGELOW, DIRECTOR, PROGRAM 
ANALYSIS STAFF, MEDICAL SERVICE; J. M. FARRIS, CHIEF, 
BUDGET AND PLANNING DIVISION, MEDICAL SERVICE; G. H. 
BIRDSALL, ASSISTANT ADMINISTRATOR FOR LEGISLATION; 
E. E. ODOM, SOLICITOR; W. HOWARD, ASSISTANT ADMINIS- 
TRATOR FOR CLAIMS; C. L. CURTISS, ASSISTANT ADMINISTRA- 
TOR FOR CONTACT AND ADMINISTRATIVE SERVICES; R. L. 
JARNAGIN, CHAIRMAN, BOARD OF VETERANS’ APPEALS; F. W. 
KELSEY, ASSISTANT ADMINISTRATOR FOR FINANCE; C. G. 
BECK, ASSISTANT ADMINISTRATOR FOR INSURANCE; E. 0. 
GARDNER, GENERAL ASSISTANT FOR INSURANCE; S. H. COILE, 
ASSISTANT ADMINISTRATOR FOR VOCATIONAL REHABILI- 
TATION AND EDUCATION; F. R. KERR, ASSISTANT ADMINIS- 
TRATOR FOR PERSONNEL; J. G. CORBITT, DIRECTOR, FOREIGN 
RELATIONS SERVICE; F. H. DRYDEN, ASSISTANT ADMINIS- 
TRATOR FOR CONSTRUCTION, SUPPLY AND REAL ESTATE; 
AND A. S. MASON, ACTING ASSISTANT ADMINISTRATOR FOR 
SPECIAL SERVICES 


REVISED ESTIMATE 


Senator SALTONSTALL. The committee will come to order. This 
is a hearing of the second independent offices bill on the Veterans’ 
Administration. 
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The total in the bill for Veterans’ Administration is $4,008 ,335,264 
which is $136,368,696 below last year, $565,879,400 below the original 
estimate and $286,711,400 below the revised estimate for 1954. 


RETIREMENT OF SAMUEL M. MOORE, JR. 














The mention of such large figures reminds me that the Veterans’ 
Administration is losing the services of one of its fine officers. I read 
about it yesterday > the new spaper. As budget officer for 28 years, 
Samuel M. Moore, Jr., has been responsible for the spending of some 
$75 billion by Vatameei Administration and the old Veterans’ Bureau 
that preceded it. We will miss his wise counsel when he retires on 
June 30, after some 34 years of Government service, but we wish him 
many years of enjoyment of his retirement. 

If we had all good long-time services like that, and understanding 
of the job, perhaps we would all be better off in our Government 
service. 

Mr. Moore. Mr. Chairman, may I thank you. 

Senator SALtonstaLL. That is very sincere. 

Mr. Moore. Thank you. 

Senator SatronsTaLL. As one Senator, I never heard of any par- 
ticular complaints against your services as budget officer, and it is 
good to be able to say that. 

Mr. Moore. Thank you, sir. 

Before we proceed, Senator Maybank, we have Mr. Samuel M. 
Moore, Jr., here, who has been budget director for a great many years 
when you sat in this position as chairman, and I know that you feel 
the same way that I do and will join with me in a little tribute that our 
committee feels toward him as he retires on June 30. 

Senator Maysank. When I was chairman, as you suggested, we 
had many pleasant relations together and I think that Mr. Moore did 
an excellent job. 

Senator SaAtronsTALu. That is what I told him and I was confident 
that you would like to add your little word before we proceeded with 
the details of the bill. 


FURTHER DISCUSSION OF REVISED ESTIMATES 





Senator SavronstaLu. The item formerly carried as “Administra- 
tive, medical, hospital, and domciliary services” was divided by the 
House into seven new items, totaling $895,710,600, which is 
$44,360,600 more than the revised estimate for 1954 and $42,328,340 
more than last year, but $25,399,400 less than the original estimate 
for 1954. 

Of the 7 new items, 2 are reduced below the revised estimates: 
““General operating expenses,’’ reduced by $219,000; ‘“Maintenance 
and operation of supply depots,’’ reduced by $444,500. 

Two are the same as the revised estimates: ‘‘Medical administra- 
tion and miscellaneous operating expenses,’ and ‘‘Maintenance and 
operation of domiciliary facilities.”’ 

And three are over the revised estimates: “Maintenance and 
operation of hospitals’? is increased by $31,027,000; “Contract 
hospitalization,’ increased by $2,800,000; “Outpatient care,” in- 
creased by $11,105,000. 
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For other items in the bill, those below the revised estimates are 
as follows: ‘‘Compensation and pensions,’”’ reduced by $253,709,000; 
‘Readjustment benefits,’ reduced by $124,676,000; ‘Grants to 
reduced by $1,554,000 (of which $769,000 is reappro- 


” 


Philippines, 
priation). 

Over the revised estimate is $48,867,000 for “Hospital and domi- 
ciliary facilities.’ Original estimate was $92,368,000 and revised 
estimate was nothing. House allows the following: ‘San Francisco, 
Calif., 1,000 bed neuropsychiatric,” $23,377,000; ‘Topeka, Kans., 
1,000 bed neuropsychiatric,’’ $20,490,000; and ‘“‘Houston, Tex., addi- 
tion (125 neuropsychiatric and 125 tuberculosis)’’ $5,000,000 

Now, Mr. Stirling, what we have done is to put in the formal state- 
ment and then ask the witnesses to elaborate in anyway on any 
particular that they care to elaborate upon regarding the statement 
Then what we would like to do would be to ask you certain questions 
so as to make the record as clear as possible, and particularly to ask 
you where you have changes in what the House has allowed. 

It is my understanding that you wish to read the general part of 
your statement and then, without objection, we will put the rest 
into the record. 

Before I ask you to proceed, may I ask if there are any amounts 
that the House allowed you that you wish changed? 

Mr. Srirune. No, sir. 


PROPOSED LANGUAGE CHANGE 


Senator SALTONSTALL. There are some eight language changes that 
you wish changed from what the House did? 

Mr. Strrrurna. That is correct, sir. 

Senator SatronstaLL. Then perhaps we will proceed with your 
general statement and then take up these language changes where 
you wish to have changes from what the House did. Then I know 
that I have some questions to ask and I feel sure that Senator May- 
bank will have some questions to ask. 

Therefore, will you proceed now with your prepared statement 
that you wish to read. 

Mr. Stirring. Mr. Chairman and members of the committee. 

The Veterans’ Administration submitted revised appropriation 
estimates to the Congress for the fiscal year 1954 in a total amount 
of $4,295,046,664. House bill No. 5690 as passed by the House of 
Representatives includes appropriations for the Veterans’ Admin- 
istration in a total amount of $4,008,335,264, which is a reduction of 
$286,711,400 from the revised estimates submitted. This net reduc- 
tion is composed of various appropriation increases and decreases as 
follows. I shall not read the table. 

Senator SALTONSTALL. Without objection, the table will be included 
at this point. 

(The table referred to follows:) 
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Revised Recommended | 


ifference 
request in H. R. 5690 Difference 


Appropriation 


Administration, medical, hospital and domiciliary services $851, 350, 000 $895, 710, 600 +-$44, 360, 600 
Compensation and pensions 2. 500, 000, 000 2, 246, 291, 000 253. 709. 000 


Readijustmet fits 788, O87, OOO 664, 311, 000 124, 676, 000 


Military and naval insurance , 496, 000 1, 496, 000 
Hospital a 1d domi iliary facilitic 48, 867, 000 48, 867, 00 
Hos pit al ¢ ind domiciliary facilities (liquidation of contract 
1, 185, 664 21, 185, 664 
" ls service life insurance 5, 000, 000 75, 000, 000 
Servicemen’s indemnities , 000, 000 ; 000 
Veterans’ iscellaneous benefits 35, 743, 000 35 3.000 
Grants to the Repudlic of the Philippines 3, 285, 000 , 731, 000 554, 000 


Total 295, 046, 664 4, O08, 335, 264 286, 711, 400 


Mr. Stiruinc. The Veterans’ Administration appreciates the favor- 
able consideration given to our revised appropriation requests by the 
House of Representatives, particularly with respect to our needs for 
the medical care of disabled veterans. The reduction in the appro- 
priation “Grants to the Republic of the Philippines” and $68,676,000 
of the reduction in the appropriation “Readjustment benefits’”’ were 
pereeene by the Veterans’ Administration and the remaining reduc- 
tion of $56 million in the appropriation ‘Readjustment benefits”’ is 
based on the discontinuance as of September 1, 1953, of the 4-percent 
gratuity payment on veterans’ loans. 


COMPENSATION AND PENSIONS 


The amount recommended of $2,246,291,000 for the appropriation 
“Compensation and pensions”’ is appoximately $180 million less than 
expected obligations in the current fiscal year. Fund requirements 
for compensation and pension purposes are increasingly annually and 
such a reverse trend can be expected only if restrictive legislation is 
enacted. Although the restoration of $253,709,000 is not specifically 
requested at this time, it is the belief of the Veterans’ Administration 
that a supplemental appropriation will be required before the end of 
the fiscal year 

Senator SALTONSTALL. How much was required this year? 

Mr. Baker. I believe it was approximately $237 million. 

Senator SALTONSTALL. I was going to say $236 million. 


ADMINISTRATION, MEDICAL, HOSPITAL AND DOMICILIARY SERVICE 


Mr. Srrruina. The increase of $44,360,600 in the appropriation 

\dministration, medical, hospits al and domiciliary services” is due 
to the House of Representatives’ recognition of our increased needs 
for inpatient medical care and the necessity for eliminating the existing 
outpatient dental backlog. With respect to inpatient care in VA 
hospitals, the House of Representatives has accepted the estimate 
of our Chief Medical Director as to the funds required to operate 
an average of 114,315 hospital beds and service an average daily 
patient load of 102,370. 

Although the VA does not object to the appropriation allowances 
recommended by the House of Representatives, it is urgently requested 
that the limitations placed upon expenditures for employees travel 
be eliminated. It is our conviction that the entire amount requested 
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for this purpose will be required to enable the Agency to carry out 
its responsibilities. 

Employee-travel limitations have the effect of reducing the amount 
of our funds which can be used for this purpose to about 75 percent 
of our estimated requirements. Approximately 80 percent of the 
employee travel funds requested by the Veterans’ Administration is 
for field employees and a substantial portion of that requested for 
the central office relates to operational rather than administrativ: 
activities. 

The Veterans’ Administration has many employees such as medica! 
consultants, appraisers, auditors, and trainee supervisors whose duties 
require almost continuous travel. The imposition of travel restric- 
tions in these cases retards the efficiency of their operations and in 
many cases completely defeats the purpose for their employment 





ACTIVITIES 





EMPLOYEE TRAVEL 


In addition, the House of Representatives has appropriated addi- 
tional funds for a more extensive internal audit function which will 
require employee travel activities that were not provided for in the 
estimates submitted. It is desired that the members of this com- 
mittee fully understand that the Veterans’ Administration is not 
requesting an increase in the appropriations recommended; however, 
in view of the above conditions with respect to employee travel your 
favorable consideration of the elimination of limitations on this type 
of expense is urgently solicited. 

The Veterans’ Administration also desires to comment on the 
recommendation of the House committee which subdivides the appro- 
priation “Administration, medical, hospital, and domiciliary services’’ 
into seven appropriation items. This recommendation has the effect 
of establishing six additional appropriations and would therefore, 
increase the accounting activities of both the Veterans’ Administra- 
tion and the Treasury Department. The Veterans’ Administration 
does not object to the earmarking of fund amounts for certain pur- 
poses ; however, if it is the desire of Congress to prescribe fund amounts 
for certain Veterans’ Administration activities, it is our belief that 
this could be accomplished more economically by the insertion of 
limitations in the language of the appropriation act. 

I have attempted to confine this statement to those items in which 
the Veterans’ Administration requests changes in H. R. 5690 as 
passed by the House of Representatives. I have prepared a more 
detailed statement which explains the need for each appropriation 
item and which may be inserted in the record if the committee so 
desires. The Chief Medical Director and other program officials of 
the Veterans’ Administration are here with me to answer any questions 
the various members of the committee may have with respect to the 
activities under their jurisdiction. 

Senator SaLronstaLL. Thank you, Mr. Stirling. Without objec- 
tion, we will now put into the record at this point the balance of the 
detailed statement, entitled ‘Veterans’ Administration, Budget 
Request for Allowances, Fiscal Year 1954,” and following that, 
without objection, the list of language changes requested in House 
bill 5690. 

(The statements referred to follow:) 
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VETERANS’ ADMINISTRATION 
BUDGET REQUESTS AND ALLOWANCES, FISCAL YEAR 1954 


The Veterans’ Administration originally requested total appropriations of 
$4,574,214,664 for the fiscal year 1954. This amount was reduced to $4 295,046,664 
in the revised appropriation request and has now been further reduced 
to $4,008,335,264 in House bill No. 5690 as passed by the House of Representa- 
tives. The following tabulation distributes these totals to the various appropria- 


tion items and shows by appropriation the changes made from the revised appro- 
priation request by the above House bill: 














“| Ti 










nae an Proposed by 
be Original Revised | ‘ } , 
Appropriation aes ee House bill Difference 
request request 5690 
Administration, medical, hospital, and domi- } 
ciliary services | } | 
General operating expenses $207, 600, 000 | $193, 750,000 | $193, 531, 000 — $219, 000 
Medical, administrative, and miscellaneous | 
operating expenses 17, 244,400 | 14, 870, 400 14, 870, 400 
Maintenance and operation of hospitals 542, 372, 900 516, 880,900 | 548, 000, 000 +31, 119, 100 
Contract hospitalization 20, 583, 100 | 17, 783, 100 20, 583, 100 +2, 800, 000 


Maintenance and operation of domiciliary | 
facilities 3, 377, 200 24, 248, 200 24, 248, 200 



















Outpatient care ,900 | 81,572,900 | 92,677,900 | +11, 105, 000 
Maintenance and operation of supply | 
depots _.. s 2, 244, 500 2, 244, 500 | 1, 800, 000 —444, 500 















Total, administration, medical, hospi- | 
tal, and domiciliary services 921, 100, 000 | 851, 350, 000 895, 710, 600 +-44 360, 600 
Compensation and pensions 2, 546, 291, 000 |2, 500, 000, 000 |2, 246, 291, 000 ~253, 709, 000 
Readjustment benefits 884, 962, 000 788, 987, 000 664, 311, 000 124, 676, 000 
Military and naval insurance 1, 496, 000 | 1, 496, 000 | 1, 496, 000 
Hospital and domiciliary facilities | 92,368, 000 | | 48, 867, 000 -+-48, 867, 000 


Hospital and domiciliary facilities (liquidation 
of contract authority) 


664 | 21,185,664 | 21, 185, 664 | 
Major alterations, improvements, and repairs 


, 000 | 


National service life insurance 5,000 | 75,000,000 | 75, 000, 000 | 

Servicemen’s indemnities- , 000 18, 000, 000 | 18, 000, 000 | 

Veterans’ miscellaneous benefits 3, 000 35, 743, 000 35, 743, 000 

Grants to the Republic of the Philippines » 000 | 3, 285, 000 | 1, 731, 000 —1, 554, 000 





WOnsssedewes pipwdigewink aie F 4, 574, 214, 664 |4, 295, 046, 664 i, 008, 335, 264 | — 286, 711, 400 












The Veterans’ Administration does not objeet to the amounts recommended 
in House bill 5690; however, it seems desirable to point out for the convenience 
of this committee (1) the purpose for each of the above amounts, and (2) the 
reasons for the House adjustments in the revised requests as interpreted by the 
Veterans’ Administration. 


General operating expenses, $193,531,000 


This amount covers all administrative costs of the Veterans’ Administration 
except those for the medical care programs and includes all operating expenses for 
executive direction, contact, claims, insurance, vocational rehabilitation; loan 
guarantee, and the supporting services such as finance, supply and administrative 
services. Although House Report No. 550 recommends various program in- 
creases and decreases the total amount recommended is approximately the same 
as the revised request. This proposed appropriation will require the Veterans’ 
Administration to operate some programs in this group at a somewhat lower level 
than that currently experienced. 














Medical administration and miscellaneous operating expenses, $14,870,400 


This amount is not changed from the revised budget request and covers central 
office supervisory expenses for medical administration and special services as well 
as the supervisory expenses for construction and supply activities for medical 
facilities. Also included are funds for medical research; medical education and 
training; and repairs, alterations, and improvements for regional offices and supply 
depots. The amount proposed will provide for the current level of operations in 
these activities with the exception of central office medical administration and 
special services where substantial reductions must be effected. 
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Maintenance and operation of hospitals, $548,000,000 


In addition to this amount, an estimated $7 million to be obtained from reim- 
bursements during the fiscal year 1954 will be available for this purpose. This 
amount covers all expenses involved in the operation of Veterans’ Administratior 
hospitals and is based on the operation of an average of 114,315 hospital beds and 
the servicing of an average patientload of 102,370 in VA hospitals during the 
fiscal year 1954. The proposed appropriation is approximately $32 million higher 
than the amount included for this purpose in the revised appropriation request 
and reflects the acceptance by the House of Representatives of the reeommendatio 
of the Chief Medical Director of the Veterans’ Administration as to the funds 
required to accomplish the projected workload. 

In this connection there is attached a listing by State showing the hospital and 
domiciliary facilities expected to be in operation in the fiscal year 1954 which 
may be inserted in the record if the committee desires. This listing indicates 
the current level of operating beds, the average expected in fiscal year 1954, the 
average patientload expected, and the estimated number of personnel required 
to accomplish this workload. 


Contract hospitalization, $20,583,100 


The amount proposed will provide an average of 5,870 hospital beds in contract 
hospitals. The funds recommended in this appropriation are the same as origi- 
nally requested and $2,800,000 more than the revised budget request. House 
Report No. 550 discloses that the reason for this increase is that the House com- 
mittee feels that it is more economical to utilize vacant beds in other Federal 
hospitals than to construct additional VA facilities. In this connection the 
House Appropriations Committee directs the Veterans’ Administration to utilize 
such facilities and mentions specifically the availability of contract hospital beds 
in the Philadelphia, San Diego, and Queens County, N. Y., areas. 


Maintenance and operation of domiciliary facilities, $24,248,200 

Approximately $20 million of this amount is to cover expenses necessary for 
the maintenance and operation of Veterans’ Administration facilities, and the 
balance of $4,250,000 is for aid to State and Territorial homes in conformity with 
the act approved August 27, 1888, as amended (24 U. 8. C. 134). The total 
amount proposed reflects the concurrence of the House of Representatives with 
the revised budget request. 

It is estimated that the amount recommended for the operation of VA domi- 
ciliaries will provide for an average memberload of approximately 17,000 in the 
fiscal year 1954, which is comparable with the load currently serviced. The list- 
ing by State of these facilities is included in the tabulation of hospital and domi- 
ciliary facilities mentioned above. 


Outpatient care, $92,677,900 


This amount is proposed for the expenses necessary for furnishing outpatient 
medical and dental examinations and treatment to eligible beneficiaries as au- 
thorized by law. Although the amount is $12 million less than the original request, 
it is also over $11 million higher than the revised estimate. 

The provisions of House bill No, 5690 are that $23 million of this amount will 
be available for outpatient dental care. The Veterans’ Administration advised 
the House Appropriations Committee during the hearings that a backlog existed 
of approximately 350,000 dental cases which would require about $20 million. 
It is the understanding of the Veterans’ Administration that the $23 million 
specified in the House bill is for fee basis dental care and is partially based on the 
elimination of this pending load. In order to clarify the intent of the Congress, 
it is recommended that the words ‘‘fee basis’’ be inserted on page 13, line 1, after 
the word ‘outpatient’. This appropriation also contains approximately $7 
million for outpatient dental work to be performed in VA facilities. 


, 
ty~ 


Maintenance and operation of supply depots, $1,800,000 


This appropriation is to provide for the maintenance and operation of the : 
Veterans’ Administration supply depots. The amount proposed is $444,000 les 
than the amount included in our budget request; however, this reduction seems 
proper in view of the supply revolving fund which is established by H. R. 5690 as a 
portion of the services currently financed from supply depot funds can now be 
covered under this new item. 
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Supply fund 


This fund is established by H. R. 5690 for the purpose of financing the purchase 
of supplies and materials to be used by the various Veterans’ Administration 
facilities. Although funds are not appropriated for this purpose, the Adminis- 
trator of Veterans’ Affairs is authorized to capitalize existing inventories which 
are currently estimated at approximately $48 million. In view of this authoriza- 
tion it is not probable that any additional funds will be required. 

The establishment of this new revolving fund meets with the approval of the 
Veterans’ Administration and is an action which they have recommended for the 
past several years. 


Compensation and pensions, $2,246,291,000 


This appropriation is for compensation and pension payments to veterans and 
their dependents as authorized by the various acts of Congress and includes sub- 
sistence payments to veterans in training under the provisions of Public Laws 16 
and 894. The amount proposed is a reduction of $253,709,000 from the revised 
budget request and is approximately $180 million less than expected expenditures 
for these purposes in the current year. 


These funds are used entirely to meet contractual obligations of the Federal 
Government, and on the basis of present trends and existing legislation it is 
believed that the amount requested in the revised budget represents the minimum 
requirements. In the absence of legislation which will reduce payments to certain 
beneficiaries, it is suggested that this reduction be restored to preclude the neces- 
sity for supplemental appropriation action. 


Readjustment benefits, $664,311,000 


This appropriation is for the payment of benefits to or on behalf of veterans as 
authorized by titles II, III, and V of the Servicemen’s Readjustment Act of 1944 
as amended, and title II of the Veterans’ Readjustment Assistance Act of 1952 
Payments under this appropriation include the cost of supplies, equipment, 
tuition, and subsistence for veterans in training under the provisions of the various 
laws and the 4-percent gratuity payments on GI loans. 

The amount recommended under this appropriation is $124,676,000 less than 
the revised budget request; however, $68,676,000 of this reduction was proposed 
by the Veterans’ Administration on the basis of an expected unobligated balance 
in this appropriation at the end of the fiseal year 1953. The balance of the 
reduction in the amount of $56 million is based on the elimination after September 
1, 1953, of the 4-percent gratuity payments mentioned above. 


Military and naval insurance, $1,496,000 


This appropriation will provide for the payments arising from contracts with 
World War I veterans for what was known as war-risk insurance. _The amount 
recommended in this appropriation is the same as that included in both the 
original and revised budget estimates. 


Hospital and domiciliary facilities, $48,867,000 


Funds appropriated under this title are for the purpose of constructing and 
equipping new Veterans’ Administration hospital facilities. House Report No. 550 
discloses that the above amount includes $23,377,000 for the construction of a 
1,000-bed NP hospital at San Francisco, Calif.; $20,490,000 for a 1,000-bed NP 
hospital at Topeka, Kans.; and $5 million for an addition or extension of the 
existing facilities at Houston, Tex., which will provide 125 NP beds and 125 TB 
beds. 

The new NP hospitals at San Francisco, Calif., and Topeka, Kans., as well as 
the new G. M. &. S. hospitals at Cleveland, Ohio, and Washington, D. C., were 
included in the original budget request, whereas all new hospital construction was 
eliminated in the revised budget submission. The committee report indicates 
that their allowance under this appropriation is based on the committee policy 
to facilitate the construction of NP hospitals. 


Hospital and domiciliary facilities (liquidation of contract authorization) , $21,185,664 
This amount is for the purpose of liquidating prior-year obligations incurred 

against contract authority. H. R. 5690 reflects the concurrence of the House of 

Representatives with the amount requested for this purpose. 

National service life insurance, $75 million 


This appropriation is for the payment of benefits and for transfer to the 
national service life insurance fund in accordance with the National Service Life 
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Insurance Act of 1940, as amended. This item covers payment to the national 
service life insurance trust fund to meet obligations sustained by that fund inei- 
dent to mortality costs on account of deaths traceable to the extra hazards of 
military or naval service; the cost of waiver of recovery of payments under the 
provisions of section 609 (a) on national service life insurance policies in accord- 
ance with the provisions of part I, title VI, Public Law 801, 76th Congress; and 
the payment of benefits directly from and the crediting of premiums directly to 
the appropriation under the authority of the act as amended, August 1, 1946, 
Public Law 589, 79th Congress. 

The amount appropriated is $29,164,000 more than the original budget esti- 
mate. However, this original estimate was prepared without regard to losses in 
Korea and continued heavy casualties have necessitated this increased appropria- 
tion, 

Servicemen’s indemnities, $18 million 

This amount is to provide for the payment of liabilities as authorized under 
the Servicemen’s Indemnity Act of 1951. The amount recommended is an 
increase of $3,396,000 over the original budget estimate for this purpose. This 
increase is necessitated by the acceleration of claims awarded each month since 
the law was enacted and to the increase in the average amount of payment per 
beneficiary now being experienced. 

Veterans’ miscellaneous benefits, $35,743,000 

This amount is for the payment of statutory burials, housing grants for certain 
disabled veterans, and supplies, equipment, and tuition for veterans in training 
under the provisions of Public Laws 16 and 894. The amount included in H. R. 
5690 for this purpose is the same as that contained in both the original and revised 
budget estimates for the fiscal year 1954. 


Grants to the Republic of the Philippines, $1,731,000 

This appropriation is for the payment to the Republic of the Philippines of 
grants to cover expenses incident to medical care and treatment of veterans in 
accordance with the act of July 1, 1948 (50 U. 8. C. App. 1991-1996). 

LIST OF LANGUAGE CHANGES REQUESTED IN HOUSE BILL 5690 

Page 10, lines 13 and 14: Delete “not to exceed $2,675,720 for expenses of 
travel of employees;”’ 

Page 11, lines 11 and 12: Delete ‘‘and not to exceed $753,800 for expenses of 
travel of employees paid from this appropriation;’’. 

Page 11, lines 16 and 17: Delete “not to exceed $270,000 for expenses of travel 
of employees;”’. 

Page 12, lines 15 and 16: Delete ‘‘and not to exceed $3,200 for expenses of 
travel of employees;’’. 

Page 12, lines 23 and 24: Delete ‘‘including not to exceed $190,140 for expenses 
of travel of employees;’’. 

Page 13, line 1: Insert the words “fee basis’’ after the word ‘‘out-patient’’. 

Page 13, lines 16 and 17: Delete ‘‘including not to exceed $13,000 for expenses 
of travel of employees,”’. 

Pages 22 and 23: Delete section 105 which begins on line 6 of page 22 and ends 
with line 4 of page 23. 


LANGUAGE CHANGES FOR TRAVEL 


Senator SALTONSTALL, Now, Mr. Stirling, you have spoken regard- 
ing the language changes for travel. As I see it, you have 8 language 
changes that you wish to make from the House bill, and those 8 
language changes are the only changes that the Veterans’ Adminis- 
tration is requesting in the bill as passed by the House. Is that correct? 

Mr. Stirring. Mr. Chairman, since I left the office this morning, 
I spoke to the solicitor of our organization and he pointed out for the 
first time the possibility of a misunderstanding in the language of the 
appropriations bill now and one of the limitations. 

Mr. Odom, would you explain to the chairman? 


35308—53———11 
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Mr. Opom. Mr. Chairman, | would suggest that this notation be 
kept in mind that there is one additional change, and we will take it 
up when the time comes. 

Senator SaLtronsTaLu. I would like to get that language change in 
the record along with these others. 

Mr. Opom. At this time? 

Senator SALTONSTALL. Yes. 

Mr. Opom. Very well, sir. 

On page 14 of the House bill, lines 22 and 23, the proviso now reads 

That no right to any such payment shall accrue during this period, but th 
foregoing proviso shall not apply with respect to payments based on guaranties 
made, or certificates of commitments issued, prior to said date. 

In order to accomplish what the evident intent is, that languag: 
should be changed in line 22 to read: 


With respect to payments based on loans or commitments for loans made prior 
to said date. 


Senator SALTONSTALL. Striking out the words ‘fon guaranties made, 
or certificates of commitments’’? 

Mr. Opom. Yes, sir, “‘issued.”’ ; 

Senator SALTONSTALL. So that would read: 


with respect. to payments based on loans or commitments for loans made prior to 
said date? 

Mr. Opom. That is correct, sir, and I can explain that when the 
time comes, 


TRAVEL LIMITATION 


Senator Savronstatyt. Now, Mr. Stirling, on these language 
changes, six relate to the travel limitations, do they not? 

Mr. Sriruina. Yes, sir. 

Senator SALTONSTALL. So that all those six are provisions for limita- 
tion of travel of the amounts of the appropriations that can be used 
for travel? 

Mr. Sriruine. That is correct. 

Senator SaLTonsTau. All right. Then we can consider those in 
bulk and consider those as covered by your general statement; is that 
correct? 

Mr. Stiruine. That is correct, sir. 

Senator SALTonsTALL. In other words, you wish that these limita- 
tions of travel would be stricken out of the bill? 

Mr. Stiruinc. That is correct, sir. 

Senator SattronsTaLL. Have they ever been in the bill before? 

Mr. Sriruinc. Yes. They were in the appropriations bill of 1953 
only. 

Senator SatronstALuL. They were in the bill last year? 

Mr. Sriruina. That is correct. 

Senator SantonstaLL. In what amounts were they in the bill 
last year? 

Mr. Srrruina. $3,530,700. 

Senator SatronsTaLu. If you lump all these breakdowns here, how 
does that compare with the limitation this year? 

Mr. StrruinG. $3,905,860. 

Senator SALTONSTALL. $3,905,860? 
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So that your limitation this year is a little higher or a little more 
liberal for travel than it was last year? 

Mr. Sririine. That is correct, sir. 

Senator SatronsTaLu. If we put on a limitation, what do you 
consider the minimum on which you can get along? 

Mr. Strruinc. The revised budget request of the executive depart- 
ment is $5,078,416. 

Senator SatronsTaLu. Senator Maybank, we were discussing the 
six language changes involving limitations of travel. The House has 
limited the travel to $3,905,860. Last year the limitation was 
$3,530,700. Mr. Stirling says that they would like to put in a travel 
limitation of $5,078,000. Is that correct? If you had $5,078,000 for 
travel, you would have all the money that you wanted for travel 
purposes? 

Mr. Stiruing. That is correct, sir. 

Senator SALTONSTALL. Now, that brings us down to the sixth lan- 
guage change on your list, page 13, line 1, “insert the words ‘fee basis’ 
after the word ‘out-patient’.”’ 

What is the significance of that amendment? 


LIMITATION FOR FEE BASIS DENTAL CARE 


Mr. Baker. Senator Saltonstall, that is to definitely identify the 
limitation of $23 million which we believe it was the intent of the 
House to make available for fee basis dental care, and not include 
under this $23 million limitation staff dental care done in our own 
clinics. As it now reads, it would appear to us that this would be a 


$23 million limitation for both fee basis and staff work in our own 
clinics. 

Senator SauronsTaLL. It has been customary then for you to pro- 
vide staff service dental care for people within the hospital? 

Mr. Baker. Within outpatient clinics, sir. 

Senator SALTONSTALL. May I make myself clear. Assume that a 
veteran is a hospital case. He is inside the hospital. Does he get 
his dental care free or not? 

Mr. Opvom. Yes, sir. That is inpatient care. 

Senator SALTONSTALL. If he comes in as an outpatient, then what 
the House has done is to say that he shall be charged a fee for dental 
service? Is that correet? 

Mr. Baker. I do not believe so, Senator. 

Senator SALTONSTALL. Will you explain? 

Mr. Baker. We have these outpatient medical and dental clinics 
where dental care is given to veterans by our own staff. We also 
refer some veterans to the hometown dentist, not an employee of the 
VA, who does the work on a fee basis and we reimburse the local 
dentist for that work. 

Senator SALTONSTALL. So that what you propose by this is to make 
clear that the intention of the House is to provide this outpatient 
dental care on a fee basis where it is not done by your staff? 

Mr. Baker. That is right, to the limited amount of $23 million 
which is specified in the House bill. 

Senator SattonsTaLL. How much money have you spent in the 
past for all dental care on the fee basis and where the work is done 
by your staff? 
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Mr. Baker. I think during the current year in the neighborhood 
of $33 million, Senator. 

Senator SALTONSTALL. What is the breakdown of that? How much 
is done on the fee basis and-how much by the staff? 

Mr. Baker. I do not have the specific figures, but I would say 
approximately 7 to 8 million dollars in our own clinics, and the 
remainder, in the neighborhood of $25 million, on a fee basis. 

Senator SattronsTaLu. So that if $23 million is available for dental 
care on a fee basis, it would probably cut down the amount which 
you spent last year by some $2 million? 

Mr. Baker. That is about right, sir. 

Senator MaysBank. Is that going to be a sufficient amount? 


PENDING CLAIMS 


Mr. Baker. It is not sufficient to take care of all the pending claims 
that we have on hand now. 

Senator MaysBank. Are the pending claims justified? 

Mr. Baker. I would prefer that Admiral Boone answered that. 

Admiral Boone. It would not make full provision under the present 
law. We have a dental backlog of 355,000 authorized cases. 

Senator MayBank. In other words, you have 355,000 that are 
authorized and approved? 

Admiral Boonr. Yes, sir. 

Senator MayBank. And you have not been able to get to them? 

Admiral Boone. It will cost about $19 million to take care of the 
backlog. 

Senator MayBank. If the money were appropriated, could you 
take care of it? I ask that question because I understand that there 
is such a shortage of dentists in some communities. 

Admiral Boone. In our outpatient regional office clinics and by 
fee basis work; yes, sir. 

Senator SaLronsTauu. Is there any further comment on this 
amendment, Mr. Stirling? 

You have not asked for more money at this time? 

Mr. Stiruina. No, sir. 

Senator SavronsTaLL. You are satisfied with the $23 million. If 
you run over that, I assume you will ask us for a supplementary if you 
find that you are running behind on that, but you are satisfied with 
that amount at the present time? 

Mr. Striruma. That is correct. 


OUTPATIENT FEE BASIS CARE 


Senator SALTONSTALL. You desire to make clear that this outpatient 
application applies to where it is not done inside the hospital. 

Admiral Boone. Dental care is rendered in three places: In hospital 
inpatient care when they are hospitalized; in regional offices in out- 
patient clinics; and by civilian dentists in the hometown care program. 

Senator SALTonsTaLL. This would not apply then to the second 
category that you mentioned, where it is done in the regional offices? 

Admiral Boone. No, sir. This is in the hometown care program. 
That is the reason we want the language to specify that the 23 million 
is to be utilized for fee basis dental care. 
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SenatompSaLTonstaL_. What was the purpose for the House putting 
that in? 

Mr. Baxger. Senator, it is our belief that the House put in additional 
money for outpatient fee-basis care. They increased the total out- 
patient appropriation by approximate ‘ly $11 million and the fee basis 
was inereased, we believe, from $15 million to $23 million that they 
specified in the bill, which would account for roughly an $8 million 
increase for fee basis dental work. 

Admiral Boone. I think it is also to help absorb this backlog. 

Senator SatronstTaL.L. Mr. Cooper says that it was to help absorb 
this backlog of cases. 

Admiral Boonr. Absorb pending cases; yes, sir. 

Senator SaLronsTaLL. The amount of money allowed last year 
was $15 million? 

Mr. Baker. No, sir. It was $25 million, I believe, sir. 

Senator SALTONSTALL. It was $25 million and this is cutting it 
down to $23 million? 

Mr. Baker. That is correct, sir. 

Senator SALTONSTALL. Senator Maybank. 

Senator MayBank. You answered the question that I was going 
to ask. 

Senator SALTONSTALL. That would cover that amendment 


AMENDMENT TO DELETE SECTION 105 


The next amendment is on pages 22 and 23, to “delete section 105.” 


Why do you ask us to delete section 105? That is on page 22 of the 
committee print. Why, Mr. Stirling, do you ask us to eliminate 
that section? 

Mr. Strruine. Mr. Chairman, this particular section affects one of 
our units of organization which is known as the Information Service. 
It has 49 employees at the present time, 28 of whom are staff and 21 
of whom are clerical. If this section is made to apply, it reduces 
that number to 38. We believe that we need the 49 people that we 
have at this time and, if the section should remain in, we would like 
it to specify that the appropriation bill permit us to keep 49 employees 
in that unit, but not more than 49. 

Senator SALTONSTALL. Why do you need these people? 

Mr. Strrtinc. These people have been in our organization since 
1945 and we had quite a number. Last year, we asked for 70, and 
the limitation of the appropriation bill reduced it to 51. Now, with 
this proviso in there, it would reduce it to 38. So if next year the 
same proviso is in, it would reduce it another 25 percent. General 
Gray felt that if it is the wish of Congress to eliminate the information 
people from the Veterans’ Administration, Congress should say so 
and we will get rid of them; but since we believe that we need it, we 
believe we should have the 49 people. 

This unit provides a channel for the free flow of information from 
the Government to the public, and saves the time of Government 
employees by supplying a single point of contact so that representa- 
tives of the news do not wander about offices seeking information 
The saving of time is a saving of money. It also utilizes established 
news sources to keep veterans informed of the rights and benefits 
provided by law, and the policies. This activity materially reduces 
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the volume of correspondence and the time consumed in personal 
visits which would otherwise have to be handled. This results in 
economies estimated to be many times the cost of the service. 
Senator SALTONSTALL. Where are these 49 people located? 
Mr. Srrrurnc. I believe that there are 14 in the central office and 
35 in the field. 


DISSEMINATION OF INFORMATION 


Senator SattonstTaLu. How is the information disseminated? 

Mr. Sriruinea. It is disseminated through the various newspapers 
and the media in those localities. 

Senator SALTONSTALL. So you have 14 people in Washington pre- 
paring this data for release and also putting it out to these 35 people 
in the field? 

Mr. Strrunc. That is right. 

Senator SALTONSTALL. Assuming that this were put back to 38, 
where would you cut it? 

Mr. StiruinGc. Both in the field and in the central office. 

Senator SALTONSTALL. Why could you not cut in the central office 
and leave the people in the field? 

Hr. StrrurnG. I will probably leave that to the Director of Informa- 
tion, Mr. A. W. Woolford to decide. 

Senator Mayspank. I would like to know where these places are in 
the field. 

Mr. Stiruina. I could put that in the record. We donot have them 
in every regional office or hospital. 

(The information referred to follows:) 


The Information Service, at the present time, has on its payroll a total of 49 
persons in all categories—professional and clerical; 35 of these employees are 
on duty in the field and 4 in central office. The field employees are located 
as follows: 

Boston, Mass.: One Information Service representative and a secretary re- 
sponsible for Maine, Massachusetts, New Hampshire, Rhode Island, Vermont, 
and Connecticut. 

New York, N. Y.: 2 ISR’s and 1 secretary, responsible for the State of New 
York, Puerto Rico, and the northern part of New Jersey. 

Philadelphia, Pa.: 1 ISR and 1 secretary, responsible for the State of Pennsyl- 
vania and Southern New Jersey. 

Washington, D. C.: 1 ISR responsible for Delaware, District. of Columbia, 
and Maryland. 

Richmond, Va.: 1 ISR and 1 secretary responsible for North Carolina, Vir- 
ginia, and West Virginia. 

Atlanta, Ga.: 1 ISR and 1 secretary responsible for Florida, Georgia, and 
South Carolina. 

Montgomery, Ala.: 1 ISR and 1 secretary responsible for Alabama, Missis- 
sippi, and Tennessee. 

Shreveport, La.: 1 ISR and 1 secretary responsible for Arkansas, Louisiana, 
and Oklahoma. 

St. Louis, Mo.: 1 ISR and 1 secretary responsible for Missouri and Kansas. 

Detroit, Mich.: 1 ISR and 1 secretary responsible for Michigan and Ohio, 

Chicago, Ill.: 2 ISR’s and 1 secretary responsible for Illinois, Indiana, Ken- 
tucky, and Wisconsin. 

St. Paul, Minn.: 1 ISR and 1 secretary responsible for Iowa, Minnesota, 
Nebraska, North Dakota, and South Dakota. 

Dallas, Tex.: 1 ISR and 1 secretary responsible for the State of Texas. 

Denver, Colo.: 1 ISR and 1 secretary responsible for Colorado, New Mexico, 
Utah, and Wyoming. 

San Francisco, Calif.: 1 ISR and 1 secretary responsible for Arizona, Nevada, 
and Northern California. 

Los Angeles, Calif.: 1 ISR and 1 secretary responsible for southern California. 
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Seattle, Wash.: 1 ISR and 1 secretary responsible for Idaho, Montana, Oregon, 
and Washington, 

Senator MayBank. I knew that. Now the main news for veterans 
would go to the various State setups? Each State has its own 
veterans organization more or less? 

Mr. Srirruinc. We prepare in the central office news releases 
passed out to all offices and hospitals. 

Senator MayBANK. Where are the regional offices? 

Mr. Srrruine. We have 70 regional offices, 1 in each State and 
more than 1 in some States. 

Senator Maysank. This goes to the regional office in Massachusetts 
or South Carolina and they get the information into the paper? 

Mr. Srrrune. That is right. 

Senator MaysBank. Therefore, if you cut the office here and not 
in the field, the information which would be given to the offices in 
Massachusetts or South Carolina, which I use as an illustration, 
would be delayed? 

Mr. Stirume. That is right. 

Senator MayBank. Therefore the local offices would be denied that 
news? 

Mr. Stiriine. That is right. 

Senator SauronstTaLL. What did you cut when you cut last year, 
Mr. Stirling? 

Mr. Srrruina. | cannot answer that, but I can supply that infor- 
mation. 

(The information referred to follows:) 

When the Byrd amendment was first included in the appropriation bill, the 
VA budget request included 70 persons for Information Service. The limitation 
required the reduction of 18 below the 70 requested. Actually, we had anticipated 
some reduction in force being necessary and, by means of attrition, had reduced 
employment to 61 persons. 

When the Byrd amendment became effective, it was necessary to put a reduc- 
tion in force in effect and give 30-day notices of separation, which meant that it 
was September before the required reduction could be made. This made it 
necessary to cut deeper than the 52 persons which actually were allowed under 
the amendment. 

Our reduction at that time was 15 persons, 3 in central office and 12 in the field. 
The separations in the field were: 2 persons were laid off at Manchester, N. H. 
1 in Washington, D. C.; 1 at Winston-Salem, N. C.; 1 at Atlanta, Ga.; 1 in Colum- 
bus, Ohio; 1 at Chicago, Ill.; 1 at Dallas, Tex.; 1 at Albuquerque, N. Mex.; 
1 at Los Angeles, Calif.; and 1 at Wichita, Kans. 

Jobs which were vacant were not filled, bringing employment in the Service 
down to 46 persons. This level was continued until we were able to compensate 
for the borrowed time, at which time it was raised up to 49 persons at which level 
it has been continued to date. 

Senator SALronsTaLL. You are getting along with what you now 
have? 

Mr. Stiruine. We do not think so, but Mr. Woolford informs me 
that we will get along with 49. 

Senator SAtronsta.Lu. Are there any further questions? 

We will take up the last amendment which the Veterans’ Admin- 
istration has requested, at page 14, line 22 of the bill, not of the print 
Will the solicitor state that amendment again? 
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Mr. Opom. This has to do with the payment of the 4-percent 
gratuity 
that no right to any such payment shall accrue during this period, but the fore- 
going proviso shall not apply with respect to payments based on guaranties 
made, or certificates of commitments issued, prior to said date. 

The proposed language would strike that so that it would read 
“with respect to payments based on loans or commitments for loans 
made prior to said date.”’ 

If | may explain, Mr. Chairman, we had no specific opportunity 
to go over this language in the hearings on the other side of the 
Capitol. 

Senator MayBank. Mr. Chairman, would he state his name for 
the record? 

Mr. Opom. Senator Maybank, I had done that earlier. I am 
Mr. Odom, the Solicitor. 

Senator SALTONSTALL. Perhaps it would be helpful, Mr. Solicitor, 
if you would explain first what this 4 percent is and then state what 
the proviso does. 

Mr. Opvom. Yes, Mr. Chairman. Title III of the Servicemen’s 
Readjustment Act, as amended, had provided practically ever since 
1944 that 4 percent of the guaranteed amount of the loan, not to 
exceed the maximum amount guaranteed which was at that time 
$4,000, or a maximum of $160 would be paid, you might say, to the 
veteran who is securing the loan; but the act provides that instead 
of it being paid direct to the veteran it shall be paid on his account 
to the lender, to be credited on the loan. Incidentally, as the veteran 
himself desires he may have the loan reduced by $160 at that point, 
or he may have that set aside to pay certain of his installments as they 
fall due, or if he becomes in default, to pay installments which become 
due. 

Senator SALTONSTALL. What it amounts to is that if there is a loan 
made by a banking institution to a veteran in the amount of, we will 
say, $1,000, 4 percent of that $1,000 would be $40, so that that $40 
could be paid on the principal of that loan to the institution or could 
be held by the institution at the request of the individual to cover his 
first payments of interest and principal due? 

Mr. Opom. It would be $20. 

Senator Kiicore. Is it turned over to the institution or is it held 
by the Veterans’ Administration? 

Mr. Ovo. It is paid to the institution. 


LOAN CASE CITED 


Senator Kitcorer. And they hold it to pay the veteran? In other 
words, if the Riggs National Bank loans $5,000— 

Mr. Opom. $2,500 is guaranteed. 

Senator Kircore. That would be 4 percent of that $2,500? 

Mr. Opvom. Four percent of the $2,500, but not to exceed $160. 

Senator Kitcore. $160 is paid into the Riggs National Bank to be 
held by them and directed to be paid by the veteran either on in- 
stallment, the purpose being to keep him from losing out in case of 
sickness. 
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Mr. Opvom. The actual purpose of that gratuity, I happen to know 
because I had the honor of working with both committees and also 
with the conferees who wrote the original bill. It was to take the 
place of an amount which the committees originally desired to provide 
to cover the average cost of closing a loan, and they figured that the 
average cost of closing a loan would be about 4 percent of the amount 
of the loan guaranteed. So they provided that 4 percent would be 
paid, and the purpose of it was, sir, to cover that cost. 

Senator Kitcore. To take care of the appraisal fee and the various 
fees in connection with closing the loan? 

Mr. Ovom. Yes, sir. 

Senator Satronstaty. Then the purpose of this amendment by 
the House is to strike that 4 percent out from all future loans? Is 
that correct? 

PURPOSE OF AMENDMENT 


Mr. Ovom. The purpose obviously is to say that from September 

, 1953, on, at least for the rest of the fiscal year that that 4 percent 
will not be paid. Now, the question is, however, whether it will 
be paid on loans which have been completed prior to that date or on 
commitments which have been made prior to that date, firm commit- 
ments. I neglected to state and I should now state that when the 
Veterans’ Administration makes a loan direct, as I am sure the Senators 
realize we do in most parts of the country where 4% percent money is 
not available, we also pay the 4-percent gratuity, or credit it to the 
loan itself. 

Senator MayBank. That is the revolving fund. 

Mr. Opom. That is correct. In other words, if we make a loan 
of $10,000 to an eligible veteran to buy a house, we credit to that 
loan the $160 gratuity. 

Senator MayBaNnk. Have you had complaints on that? 

Mr. Opom. We have had no complaints on that point. 

Senator MayBank. I ask these questions because of my work on 
the Banking and Currency Committee. I asked that specific question. 

Mr. Opom. Now, this language, Mr. Chairman, does not cover the 
loans made by the Veterans’ Administration. If I may break it 
down, I think the purpose of it is apparent, but literally no guaranties 
are made under the act. Under the act, guaranties come into effect 
automatically, and then we issue certificates saying that they have 
come into effect. 

So the language ‘guaranties made’ is not exact. But what it in- 
tended to cover, J am sure, is guaranteed loans or loans made that 
are guaranteed or insured, as the case may be. Then certificates of 
commitment are issued by the Veterans’ Administration on the 
application of a veteran and a lender to secure a guaranteed or insured 
loan. We also make commitments for direct loans. That is to say, 
a veteran comes in and applies for a direct loan and we say, yes, we 
will make that loan, but title and other matters may delay the execu- 
tion of the papers for as much as 30 to 60 days. 

Senator SALTONSTALL. Why could we not put into this language 
the language that you suggest and leave in the language by the 
House, so as to make it absolutely clear? 
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Mr. Opvom. You could leave in the language that the House has 
here and simply add ‘‘or commitments for loans made by the Veterans’ 
Administration.”’ 

Senator SALTONSTALL. Exactly. ‘That would cover all contin- 
gencies that you can see? 


EFFECT OF COMMITMENTS PRIOR TO AUGUST 1, 1953 


Mr. Opvom. With one exception, Mr. Chairman. It would not 
cover loans made earlier and closed after September 1, and this is a 
question which the committee will have to decide. I do not believe 
that the House committee really debated the matter. To my knowl- 
edge, they did not. Let us say that a lending agency on August 31, 
1953, may make a commitment to a veteran to make him a loan to 
purchase a house conditioned upon it being guaranteed by the Veter 
ans’ Administration. 

Obviously that commitment made on August 31 or even on August 
1 may not ripen into the closing of a loan for 30 to 60 days after it 
is made. 

Senator Mayank. Is it not rather unwise to leave a thing as wide 
open as that? 

Mr. Ovom. It could result in a lot of commitments being made. 

Senator SALToNsTALL. What we have to do is to make it absolutely 
clear that any commitments that the Government has made are 
covered after September 1, 1953. 

Mr. Opom. You could do that by simply adding ‘or commitments 
made by the Veterans’ Administration.” 

Senator SavronstaLL. Our clerk has that language. Are there any 
questions on that pomt? Before we conclude that point, may I ask 
this: You have $664,311,000 available for all these. Is that enough 
money with this proviso in? 

Mr. Sriruine. Yes. 

Senator SaurronsTaLy. So there is no objection. Then, if the 
committee is agreeable, we have now covered the nine language 
amendments that aré requested by the Veterans’ Administration to 
the bill as passed by the House. I think we have covered those in 
sufficient detail. 

Now, for the benefit of Senator Robertson and Senator Dworshak, 
Mr. Stirling has made a brief opening statement and, as the Chair 
now sees it, the whole bill is open for any question by any member 

Senator Rornertson. | have just one question. 

Senator SaLrronsTaLu. I was going to ask if the distinguished 
minority leader would like to have a question. 

Senator Maypank. I have several but I would prefer to wait 

Senator SaALToNnsTALL. You may go ahead, Senator Robertson. 


EMPLOYMENT OF PSYCHOLOGISTS 


Senator Ronertson. I would like for someone to discuss what | 
understand will be a new program of the Veterans’ Administration to 
discharge counselors or advisers in rehabilitating work and matters 
of that kind in order to employ Ph. D.’s to psychoanalyze these 
veterans; that the men who have been doing a good job but do not 
have Ph. D.’s are to be discharged and, as I understand it, higher 
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priced men will be employed who have Ph. D. degrees. I would 
like to know whether or not my information on that subject is true, 
because it involves a friend and constituent down at McGuire. 

Mr. Strriuine. Admiral Boone, can you answer that question? 

Admiral Boone. I do not know of this proposal, Senator. J 
presume that Senator Robertson is referring to psychologists who 
work in our hospitals and more possibly the regional office mental 
hygiene clinics. 

Senator Ronertson. I am referring to that, but I am referring to 
a little more than that. 

My information was tbat he has to be a Ph. D. and that men who 
have been in the service for a long time and are doing a good job are 
going to be replaced. 

Admiral Boonr. I do not know the individual case, and I will be 
happy to look into it. 

Senator Ronertson. You can tell me the policy. Are you going 
to make a policy 01 locating these Ph. D.’s and putting out men who 
have done a good job? 

Admiral Boonr. They are not psychiatrists. They are psycholo- 
gists. They work with the psychiatrists. The mental hygiene team 
is composed of the psychologist, the psychiatrist, and a social worker 


NEW QUALIFICATION STANDARDS 


Senator Roperrson. Do you have in mind discharging a lot of 
these employees? 
Admiral Boonr. I have no knowledge of that, except that they 


are required to meet certain standards. 

Senator Ronertrson. ‘They are required to meet certain standards 
I just wanted to get your thinking on the subject. 

Admiral Boonn. Senator, may I reply to — briefly? I assume 
that your question refers to new standards, but no personnel will be 
discharged. ‘They will be offered an opportunity to qualify. 

Even though this is a new program it is nevertheless important to 
the continuity and stability of the vocational counseling service, as well 
as to the medical program, that all incumbents be encouraged and 
given every opportunity to supplement their experience with profes- 
sional training. As an important ancillary service to the medical care 
of patients, the vocational counselor must be concerned with the 
medical and psychological feasibility for training and placement and 
be fully qualified to make a professional exploration and evaluation 
of the man himself. 

Senator Rosertson. That is good. You will accept demonstrated 
ability and experience in lieu of a college degree? 

Senator Kitcore. I am interested in what Senator Robertson says 
there, because | happen to know of a case in your own State where a 
man with a master’s degree in psychology in the school system has a 
Ph. D. for an assistant, and he has to guide his footste Ps. He has 
had the experience which means a whole lot more than, as they say in 
the mountains, the book learning sometimes does. 

Admiral Boone. We provide training facilities to help them get the 
qualifications. 

Senator Sarronsta.u. If there is no further question on that point, 
the Chair would respectfully say that he has a number of questions 
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that have been prepared to ask of the Veterans’ Administration 
which he will postpone until the members present have asked their 
questions. 

Senator MayBank. I have about 25 questions, Mr. Chairman. I 
am perfectly willing to wait. 

Senator Dworsuak. I would like to explore one point. 

Senator SALTONSTALL. Senator Dworshak. 

Senator Dworsuak. I regret that I did not hear Mr. Stirling make 
his prepared statement. I have read it briefly, and I wonder if you 
indicated that you were unhappy or unsatisfied with the amount 
appropriated by the House for the various activities of the Veterans’ 
Administration. 

Mr. Sriritine. We are not dissatisfied. 

Senator DworsHak. You feel quite well pleased. Did you ask for 
restoration in any particular cases? 

Mr. Srirumc. We raised one question, Senator, concerning the 
appropriation on compensation and pensions, and in my opening 
statement we pointed out that at the rate we are spending compen- 
sation and pension funds today, we will probably have to ask later on 
for a supplemental, unless there is passed by the Congress restrictive 
legislation. 

Senator DworsHax. That is something beyond your control. 

Mr. Strrune. That is right, sir. 

Senator SALTONSTALL. Senator Dworshak, I might add that last 
year they came in for $237 million in a supplemental which the 
Congress adopted, and that this year they anticipate that it may be 
what figure? 

Mr. Weuts. $240 million. 

Senator DworsHak. What is your reaction so far as items such as 
administration expenses and hospital and domiciliary facilities, for 
maintenance and operation? The House added funds to the revised 
budget. 

Mr. Srirurnc. Mr. Chairman and Senator Dworshak, Admiral 
Boone has a short statement here which | think will answer the 
Senator’s question concerning our medical-care program and, if the 
Senators and the chairman are willing, could Admiral Boone read 
that right now? 

Senator SALTONSTALL. Certainly. 


MEDICAL-CARE PROGRAM 


Admiral Boone. I have a very brief statement, Mr. Chairman and 
gentlemen of the committee. The prime interest and the purpose of 
the present Chief Medical Director is to provide the best possible 
medical care within the ability of American medicine to render through 
the integration of nongovernmental and governmental professional 
elements working together unitedly in a common mission— the medical 
care, in the broad sense, of the largest single segment of citizens, its 
veterans. 

The primary mission of the Veterans’ Administration hospitals is to 
provide early hospitalization for eligible sick veterans. This will be 
accomplished if the sick patient can be admitted as soon as possible, 
can be cared for as long as necessary by the correct staff, and be dis- 
charged as soon as possible, cured, or his illness ameliorated, if cure 
is impossible 
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The action of the House of Representatives Subcommittee of the 
Committee on Appropriations in recommending the sum of $555 
million and the approval by the House of Representatives for this 
sum for inpatient care in Veterans’ Administration G. M. & S., NP 
and TB hospitals, provides the bedrock figure for securing this ob- 
jective, and by our own estimate, it is sufficient to staff 114,315 beds 
with a daily patient load of 102,370. As I pointed out to the sub- 
committee on independent offices of the House Appropriations 
Committee, the accomplishment of our objective is dependent upon 
a combination of three things: (1) Funds for operation, (2) qualified 
staff in the proper ratio to beds, not to patients, but to beds, and 
(3) sick veterans. The House bill provides funds. A staff is, of 
course, present and with certain exceptions additional staff is re- 
cruitable. The patient load is there. Predicated on past experience, 
the situation will vary from month to month and from place to place 
in some parts of the country and in the case of certain types of person- 
nel. 

Generally speaking, it will vary also with respect to the demands 
of the Armed Forces for medical personnel. If these demands should 
diminish, our recruitment task will be facilitated. 


REVIEW OF WORKLOAD OPERATIONS IN HOSPITALS 


The Department of Medicine and Surgery has reviewed workload 
operations of all hospitals, and the review included requirements for 
the personnel necessary to operate beds not now in operation where 


personnel is known to be recruitable and where there is ample evi- 
dence that the number of beds now in operation is insufficient to meet 
the demands for inpatient care. As soon as final action on the appro- 
priation bill is known, we will be prepared to move at once on a 
specific plan for operation. 

During the fiscal year 1954 we expect to add about 4,000 patients 
to'our present daily average patient load of 98,000. Roughly, one- 
third of this addition will take place in the 10 new hospitals scheduled 
to open during the fiscal year. The remaining two-thirds will be 
added to the patient loads in old hospitals where we will reactivate 
beds not in operation currently or increase staff for beds not now 
utilized as fully as they might be. 

It is my understanding that the intent and the desire of the Congress, 
as expressed throughout the hearings on the appropriation, are that 
all eligible sick veterans are to be given care within the limits of the 
facilities which are available. Whether these veterans are acutely 
ill or chronically ill, the basis upon which we shall make every effort 
to operate is that the veteran requires hospital care and has legal 
entitlement. 

During 1952, we experienced a continuation of a trend which was 
reported to you first ia our annual report of 1951, namely, tha’ cancer 
has become the most frequently reported diagnosis as the principal 
cause of hospitalization for patients discharged from Veterans’ Admin- 
istration hospitals. Furthermore, in 1952, arteriosclerosis and de- 
generative heart disease assumed third place whereas 1 vear earlier 
they were fifth. The aging of the veteran population is bringing to 
our hospitals a requirement for more and more care of those conditions 
associated with increased age: Cancer, heart and other circulatory 
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disease, various neurological and general functional disorders of the 
human mechanism, many the causes of which diseases have not been 
determined nor the therapy discovered for their amelioration or eradi- 
cation. 

VITAL ROLE OF RESEARCH 


Research, of necessity, assumes a vital role in combination with 
educational and clinical care in the diagnosis and treatment of diseases. 
In any large health program as to be found and applied in the Veterans’ 
Administration, medical practice must give meticulous, painstaking, 
and extensive attention to research. Our newer hospitals, for the most 
part, have been located and constructed and will be operated so that 
research can be emphasized. Until these programs are well estab- 
lished, there will be an urgent requirement for a larger monetary 
provision than heretofore. 

I.am well pleased and very much gratified that the House of Rep- 
resentatives has seen fit to not only appropriate funds to maintain a 
definite workload but also in their wisdom have specified funds for 
certain programs. 

Although my concluding observations are repetitious, since they 
were enunciated in my general statement before the Subcommittee on 
Independent Offices of the House Appropriations Committee, I wish 
to emphasize the following pronouncement. 

As a public servant, long in Government service, both as a military 
officer and more recently in a civilian capacity, I have not only a 
deep interest in, but have a familiarity with the necessity for the 
stability of an economic structure of our Government, and I am 
thoroughly imbued with the concept we must be economically as well 
as militarily strong to insure the security of this Nation. 

Whatever funds are provided the medical and hospital programs, 
it is my purpose to make every effort to conscientiously live within 
them. If the medical program and funds to support it are evenly 
balanced, a high quality of medical care can be maintained but an 
imbalance will be disastrous to medical care. 

Senator DworsHak. Thank you for that reassuring statement, 
Admiral. 

Mr. Stirling, I notice that on the first page of your statement, you 
made this comment: 

The Veterans’ Administration appreciates the favorable consideration given to 
our revised appropriation requests by the House of Representatives, particularly 
with respect to our needs for the medical care of disabled veterans. 

Obviously you feel that there is no anticipated lack of funds for 
the next fiscal year to enable the Veterans’ Administration to do an 
efficient and thorough job in handling the veterans’ hospitalization 
program in partic ular? 

Mr. Srrruina. As passed by the House, that is correct, sir. 


CRITICISM REGARDING REDUCED FUNDS 


Senator Dworsnax. Can you account for some of the criticism 
that has been widespread, at least in my State and I think in other 
States, to the effect that the requests for funds of the Veterans’ Ad- 
ministration have been materially reduced so that veterans will be 
denied the treatment to which they are entitled under existing law? 
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Mr. Sriruina. | cannot. 

Senator Dworsuak. You think that, as far as you know, that is 
entirely unjustified? 

Mr. Srriruine. It is unjustified so far as the House action is con- 
cerned. 

Senator Dworsnak. You feel, Mr. Stirling, that there is no need 
for the concern that appears to be manifest on the part of some vet- 
erans today that this program is being unduly curtailed? 

Mr. Srrrurne. Not in view of the House action. 

Senator DworsHak. You feel that all of the legitimate programs 
and the normal activities will be carried on in an efficient manner 
without any lack of funds? 

Mr. Srrrurve. We hope so. 

Senator Dworssak. I want to call to your attention as Acting 
Administrator of the Veterans’ Administration an article which ap- 
peared in the Idaho Daily Statesman, Boise, June 19, 1953: 


DAV ConvENTION SPEAKER Sounps Nore or WARNING 


‘*Never in the history of our country has the the subject of veterans’ affairs 
been in such a critical or uncertain state as they are now,’’ Leon Fields, regional 
manager of the Veterans’ Administration, Boise, told the Disabled V¢ 


erans of 
Idaho Thursday in Boise 


What is your reaction to that? 
Mr. Sriruine. | do not understand it, Senator. What is the date? 
Senator DworsHak. June 19, a few days ago. I repeat: 


Never in the history of our country has the subject of veterans’ aff: 
such a critical or uncertain state as they are now. 
Can you attribute any significance to that statement? 

Mr. Sriruia. | cannot, sir. I do not understand why he should 
make the statement. 


IMPLIED SCUTTLING OF PROGRAM 


Senator DworsHak. The implication is that the whole program is 
being scuttled; that a veteran is being denied care, I presume, because 
the House, already acting on this appropriation bill, has cut the 
appropriation to such an extent that that statement would be justified 
Do you think that it is unusual that a regional manager of the 
Veterans’ Administration should make such a statement? 

Mr. Sriruina. I do; but the excuse I make is that he did not know 
the real meaning of what the House had done. 

Senator DworsHak. Is that not his business? 

Mr. Sriruine. It is our business to get the facts to him. Maybe 
we did not. 

Senator DworsuHak. It is my business to know what is going on 
and to keep the people in my State informed concerning the activities 
of Congress in appropriations, because I am a Member. 

Mr. Strrirma@. It will be my business to inform this gentleman, 

Senator DworsHak. I want to quote the third paragraph. 

The speaker, Mr. Leon Field, continued: 

“In my opinion, many of the benefits that are now on the books as laws are 
now in great jeopardy. Under the guise of economy, we h about certain 
organized groups who would withhold benefits through lack of appropriations. 
This is false economy.” 





SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


What do you think of that statement? Is it true or false, so far as 
you know? 

Mr. Srirurine. So far as I know, it is false. 

Senator Dworsuak. Is it not disturbing to have such public state- 
ments made by the regional manager at Boise, Idaho? 

Mr. Sriruin@. It is very disturbing. 

Senator DworsHak. It is disturbing to me, Mr. Stirling. So far as 
I know, there is no evidence of any inclination on the part of the 
House or Senate—and I think that I can speak more accurately of the 
Senate—that anyone wants to take advantage of the veterans of this 
country to curtail the appropriations to the extent that benefits to 
which they are entitled under the law shall be curtailed. I think that 
it is entirely uncalled for that any regional manager of the Veterans’ 
Administration should make such a statement. I request that you 
check into that and find out. I think that the people of my State and 
of every State of the Union are entitled to have the facts and accurate 
information concerning the Veterans’ Administration. I think it very 
unfortunate that we should have this kind of propaganda disseminated 
to create the impression in the minds of the veterans of this country 
that somebody—presumably the House or Senate—is motivated by a 
desire to injure, jeopardize the rights of the veterans of our country. 
I certainly hope that you will look into that. 

Mr. Srirure. I shall. 

Senator Dworsnak. I will expect a report. 

Mr. Stirring. Very well, Senator, you will get it. 

Senator SALTonsTALL. Thank you, Senator Dworshak. 

Perhaps, Senator Maybank, it would be helpful if the Chair asks 
these questions that have been prepared. 

Senator Mayrank. Yes. 

Senator SALTONSTALL. The Chair would like first to ask Mr. Stirling 
this question—and perhaps some of these things have been covered. 


GENERAL OPERATING EXPENSES 


Under the item ‘‘General operating expenses’? would you please 
tell the committee what is included in that item and whether you need 
all the personnel that goes to make it up? Right there you might 
first tell us what the total overall personnel of the Veterans’ Administra- 
tion is at the present time and what it would amount to under the 
House proposal? What is the total personnel of the Veterans’ 
Administration now? 

Mr. Stirurnea. For the period ending May 31, 162,291 total employ- 
ment on a full-time-equivalent basis. 

Senator SatronsTaLL. What would it be if the House proposals 
are followed? 

Mr. Sriruine. 169,141 average full-time-equivalent employment 
for the 1954 fiscal year. 

Senator SALTONSTALL. That would be an increase of how many? 

Mr. Strruine. An increase of approximately 7,000, in total. 

Senator SALTONSTALL. Would most of those 7,000 go into the 
new hospitals? 

Mr. Srrruine. Practically all of the increase would go into medical, 
into hospitals. 
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Senator SaALTonsTALL. Now, in your opiniou, do you need all of 
these? 
Mr. Stiruina. Yes, sir. 


PERSONNEL EFFECTS ON HOSPITAL 


Senator SALTONSTALL. If you do not get all the additional personnel, 
what happens then? 

Mr. Stiruine. We will not be able to open up the new hospitals 
that are coming in in 1954, and to restore some of the beds which we 
had to close in fiscal 1953. 

Senator SALTONSTALL. You had to close some under your present 
amount of personnel? 

Mr. Strruinc. We had to close some under the present amount of 
money. 

Senator Maysank. How is it that General Gray told me orally 
and in writing that no veteran who had a war disability was denied 
a bed? 

Mr. Sriruinac. I think the Administrator said that no veteran 
who had a service-connected disability was denied a bed. 

Senator Mayspank. Why do you have to have more hospitals 
and more beds if everyone has been served? 

Mr. Strrtine. May I ask Admiral Boone? 

Senator MayBaANK. I want to get that into the record, because |] 
have sent that letter to different people all over the country. 

Admiral Boone. I think, Senator Maybank, that that might 
refer to a waiting list. 

Senator Maypank. General Gray told me that no one with a 
service-connected disability was denied a bed. He told me that 
on the telephone and followed that with a letter. 1 sent the letter 
to the paper at home. 

Admiral Boone. The service-connected disability is taken in right 
away. He must be in one of our Veterans’ Administration hospitals, 
or in a hospital at our expense, not more than 11 days after his request. 
As of April 30, 1953, we had only three: service-connected patients on 
the waiting list and, of course, they are taken in by now. We had a 
nonservice waiting list of about 24,000. 

Senator MayBank. I was talking about service-connected disabili- 
ties. 

Senator SALTONSTALL. So that under the present appropriations 
for fiscal 1953, the personnel in your hospitals took care of all service- 
connected disability cases? 

Admiral Boongz. That is right, sir. 


TOTAL ON WAITING LIST 


Senator SALTONSTALL. But you had a waiting list of 24,000 non- 
service-connected disability patients? 

Admiral Boone. That is the present waiting list. 

Senator SaLronsTaLyt. How many beds in the hospitals that you 
have now are closed because of lack of personnel? 

Admiral Boone. Approximately 2,300 

Senator SALTONSTALL. 2,300. How many people do you estimate 
that it takes to service 2,300 beds? 


35308—53——_12 
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Admiral Boonr. We predicate our staffing on personnel to beds, 
not personnel to patients. 

Senator SALTONSTALL. That is what I meant. 

Admiral Boone. One to one and one-tenth. 

Senator SALTONSTALL. So that you were short 2,300 personnel 
because you were short 2,300 closed-down beds? 

Admiral Boone. That is right. 

Senator SALTONSTALL. Now you are getting 7,000 more employees, 
under the present House appropriation and 2,300 of those theoreti- 
cally would have to go to serve beds already in existence. That would 
leave 5,300 for the new hospitals. How many beds are in those new 
hospitals? 

Admiral Boone. There are a net of 10 new hospitals in the fiscal year 
1954. The 162d hospital was dedicated a week ago at Syracuse. 

Senator SaALTonstTaLL. What I had in mind now was that this bill 
increased two new hospitals. 

Senator Mayrank. Over the 10 

Senator SALTONSTALL. Over the 10. 


NEW SAN FRANCISCO HOSPITAL 


Admiral Boone. The House bill carries the new hospital in San 
Francisco and a replacement hospital in Topeka. They are the only 
2, sir, and then there is a provision of $5 million for additions at 
Houston of 125 beds for tuberculosis and 125 beds for neuropsy- 
chiatric patients making a total of 250 beds. 

Senator SaALTonstTaLL. Let us go back to the 10 new hospitals going 
into existence this year. Theoretically you have 5,300 personnel 
to operate 10 new hospitals, approximately. Is that correct? 

Admiral Boonr. May | ask Commander Bigelow, the head of 
Program Analysis to answer that question? 

Senator SALTONSTALL. Yes. 

Mr. Biceiow. Included in that is personnel for the continued 
activation of all hospitals opened since January 1, 1952, plus the 
2,300 beds that were closed 4n 1953, plus the activation of the 10 
new hospitals. That makes a total of 5,600. 

Senator SALTONSTALL. Dr. Boone said that you have 2,300 per- 
sonnel for the 2,300 beds that were shut down. As I remember the 
figures, the House calls for about 7,000 more personnel. 

Mr. BiezLow. That is correct. 

Senator SALTonsTaLL. Now, you have how many beds in these 10 
new hospitals that will be activated? 

Mr. Biestow. The net total, sir, is 7,657. 

Senator SALTONSTALL. 7,657? 

Mr. Biee.tow. Yes. 

Senator SALTONSTALL. You will have, then, approximately 5,300 
people to operate those 7,657 new beds; is that correct? 

Mr. Biagetow. Yes, sir; to commence the operation of those hos 
pitals. They will not all reach full occupancy during 1954, sir. 
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SUFFICIENT NEW PERSONNEL 


Senator SaLtronstaLu. Then in your opinion you have, in the 
House bill, sufficient new personnel to take care of all the new hos- 
pitals that will be opened in fiscal year 1954? 

Mr. Bicetow. Yes, sir. Plus the activation of the 2,300 closed 
beds, plus the continued activation of all hospitals opened since 
January 1, 1952. 

Senator SauronsTaLu. So you are satisfied with the personnel given 
you by the House, that it will be sufficient to take care of all the 
beds that you have? 

Mr. Bicetow. We are quite satisfied; yes, sir. 

Senator SavronstaLui. That does not include two new hospitals 
that are authorized to be constructed in this fiscal vear? 

Mr. Biaeiow. No, sir; there are no personnel in there for that 

Senator SALTONSTALL. So that there are 2 new hospitals, each of 
1,000 beds? 

Mr. BiceLow. Yes, siz 

Senator SALTONSTALL. Plus an additional hospital of how many 
beds? 

Mr. Biaetow. Two hundred and fifty. 

Senator SALTONSTALL. So you have 2,250 new beds coming in that 
will be available after this year if this construction goes in here? 

Mr. Bia: Bom, Yes, sir. 

Senator SavronstaLu. That would mean that you would have in 
another fise al vear the operating facilities of that number of new 
beds that you have now? 

Mr. Bicetow. Yes, sir. 

Senator SALTONSTALL. At the present time you can take care of all 
service-connected cases? 

Mr. Bicetow. Yes, sir; absolutely. 

Senator SALTONSTALL. Your waiting list comes to 24,000 cases that 
are nonservice connected? 

Mr. Bicgretow. Yes, sir. 

Senator Kitgore. Mr. Chairman, could I ask a question of Admiral 
Boone and of the commander, at that point? 

Senator SALTONSTALL. Yes. 

Senator Kitcore. Your hospitals are really divided into two 
general categories? You had certain hospitals that were class 2, shall 
we say, medical centers, where contact service could be had for diag- 
nosis and rating purposes, and then you had other hospitals in which 
they put the patient for normal treatment, and if necessary ne 
him to one of these hospitals for diagnosis; is that right? 

Admiral Boone. I would like to clarify that from a medical po! nt 
of view: 

AFFILIATION WITH MEDICAL SCHOOLS 


We have hospitals affiliated with medical schools, and they provide 
help in diagnosis and treatment and research. Then we howe the 
nonaffiliated—for instance, Beckley. Hines in Chicago or Bronx in 
New York are affiliated with medical schools. That affiliation pro- 
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gram is indispensable to us because we could not staff our hospitals 
or carry out our modern concepts of treatment without that affiliation. 
Even Beckley, Mr. Senator, is favorably affected by that affiliation, 
because we get consultants and attendants going there to assist 

Senator Kircore. Now, the point that I am getting at is this: In 
modern medicine we are discovering many, many things and a lot of 
these cases coming in need very careful diagnosis. I am wondering 
how you are fitted in.these hospitals.»which you can either staff by 
contract or affiliation, with the necessary people to do the diagnosis 
and find out just what is the matter, because I have had complaints 
from some veterans who have service-connected disabilities, and want 
to get into a hospital of that type to find out what is wrong with them. 
The hospitals they have been to cannot tell them what is wrong. 

Admiral Boone. In the case of Beckley we have had great diffic culty 
in getting TB specialists to adequately staff the hospital because of 
location, for one reason, whereas at Martinsburg where we have a 
fine TB unit we are very well covered by full- and part-time staffs. 
The man will always get competent treatment. Sometimes he may 
not be willing to go where the best treatment is. 

Senator Kricore. I will give you an illustration. There was 
brought to my attention the case of a veteran who still has 19 shell 
fragments lodged up near his spine and who is having trouble with 
his hands and arms. He has been trying to get into some hospital to 
have that diagnosed because he feels that it is a nerve situation there 
causing this trouble with one of his arms. So far he has not been able 
to get in. 

Admiral Boone. Senator, I would appreciate having his name and 
I would get him into a hospital promptly. 

Senator Kricore. I will call you later on about it, but I am wonder- 
ing if we have enough bed service. When we first started out we had 
the diagnostic centers. Walter Reed was a diagnostic center in 
Washington. We had one in Cincinnati and others in various places 
in the country where we diagnosed these cases, and, as the program 
was explained to me a few years ago, we were trying with the medical 
centers to take care of diagnosis and in the small centers we were 
taking care of run-of-the-mill cases. I was wondering if we had 
enough beds in the diagnostic hospitals? 

Admiral Boonr. We would not be justified to have specialists of 
all types at all hospitals; for example we have brain specialists. We 
move the patient or move the specialist in for that case. 

Senator Kitgore. Do we have enough beds in these places to 
which we move those veterans? 

Admiral Boone. Yes. 

Senator SauronsTauu. I will address my question to Mr. Stirling 
and he may, in turn, address it to whomever he chooses. 


NEW HOSPITALS AUTHORIZED FOR CONSTRUCTION 


Would you please turn to page 589 of part I of the House hearings? 
That shows a list of all new hospitals authorized for construction with 
tenative opening dates. In view of the action of the House, is that 
list now up to date and is that list accurate, or what changes should 
be made in it? 

Mr. Srrruina. It is accurate. 
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Senator SaLttonstauu. As I add it up that calls for 12 new hospitals. 

Mr. StiruinGc. Admiral Boone will answer that question. 

Senator SatronstaLu. Admiral Boone, will you put in for the 
record at this point a corrected or up-to-date statement of the new 
hospitals? It is now my understanding that there are 10 that you 
expect to go into operation in fiscal year 1954? 

Admiral Boone. Yes, sir. 

Senator SaALronsTaLL. Under the House bill there are two new ones 
added, plus a new addition to an existing hospital. 

Admiral Boonr. I have the whole list for what we are authorized to 
have on our so-called 174-ceiling hospital program. 

Senator SaALronsTALL. Will you put that in the record now as the 
corrected statement? 

(Document referred to follows :) 


All new hospitals authorized for construction with tentative opening date 


FISCAL YEAR 1953 


Construction due | Tentatively sched-| Dedication Hospital 
complete uled opening | date _ 


February 1953 June 1953 June 14, 1953 | Syracuse, N. Y 


FISCAL YEAR 1954 


May 1953__-. ? ..| August 1953 Sept. 6,1953 | Chicago, Ill. (West Side 
Do do Sept. 13, 1953 West Haven, Conr 
June 1953_. September 1953 Oct. 4,1953 | Oklahoma City, Okla. 
placement 
Do. do Nov. 1,1953 | Pittsburgh, Pa 
July 1953 October 1953 Oct. 18,1953 | Ann Arbor, Mich 
August 1953... do? Oct. 25,1953 | Brockton, Mass 
July 1953 do.? Dec. 6,1953 | Salisbury, N. C 
October 1953 January 1954 3 Jan 3, 1954 | Chicago, lll. (researct 
December 1953 | March 1954 Pittsburgh, Pa 
Do : do St. Louis, Mo 
February 1954 May 1954 3 New York, N. Y 
March 1954 June 1954 Cincinnati, Ohio 
May 1954 .| August 1954 Los Angeles, Calif 
Construction not yet started veda, Calif 
Cleveland, Ohio 
do 
San Francisco, Calif 
Topeka, Kans 
Washington, D.C 


! TB building (306-bed) opened Apr. 8, 1953 
? Tentative. Progress being restudied 
3 Strikes on project. Dates are tentative. 


Source: Hospital construction and activation summary, for Apr. 30, 1953, as prepared by 
ministrator for Construction, Supply, and Real Estate. Tentative opening dates shown 
stimate of 2 months after completion or ‘“‘equipped for patients’’ date, whichever is later 


MEDICAL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSES 


Senator SatronstaLi. My next question has to do with “Medical 
administration” and ‘Miscellaneous operating expenses.”’ 

What goes into that item? That item is $14,870,400, which is the 
full amount of the revised budget. 

Mr. Strrumc. Mr. Baker will answer that. 

Mr. Baker. Mr. Chairman, that includes all the administrative 
staff of the medical service in the District of Columbia and the ares 
medical offices, the administrative staff for the Construction and 
Supply Service and the administrative staff for Special Services, as 
well as the research program, the employee education and training 
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program of the Medical Department, and the alterations, improve- 
ments, and repairs of regional office outpatient clinics and supply 
depots. 

Senator SarronstaLy. Will you please describe the research pro- 
gram a little more in detail? 

Mr. Stiritinc. Admiral Boone? 


RESEARCH PROGRAM 


Admiral Boone. Our research program is, of necessity a very im- 
portant one. We feel that clinical care, research, and education is 
just one package and is indivisible. We have in many of our hospitals 
not only clinical research but radio-isotope research which is possibly 

forthcoming concept in medicine, as far as we know. We com- 
plement the Atomic Energy Commission in our research program as 
far as it deals with radio isotopes, and we do not compete with them 
They have the basic materials, and we have the patients. We had 
asked for $6,500,000 for research, which we felt was our basic require- 
ment. The House eliminated $1 million of that, leaving $5,500,000. 
I am glad that you asked the question, Mr. Chairman, because we 
have a growing problem with these new hospitals. Most of them are 
located at and affiliated with medical schools, where we are maintain- 
ing our research program, and we have the same $5,500,000 that we 
had in 1953, yet with an expanded program. $5,500,000 does not 
make provision for our requirements so far as ac tiv ation of these new 
research laboratories in the new hospitals is concerned. We are not 
asking for any more funds, but I regret that we are not getting the 
full amount. 

Senator SaLtronstTaLu. These research programs are conducted by 
the Veterans’ Administration in medical schools and in their own 
hospitals? 

Admiral Boone. Inter-VA and intra-VA and contractual. We are 
hoping to get out of the contractual as much as we can, but we would 
be doing jobs which we should not do, and where the facilities are 
needed, we are going to contract. 

Senator SALTONSTALL. How much of the $5,500,000 is under con- 
tract? 

Admiral Boonr. $1,600,000. 

Mr. Brcetow. Prosthetics is included. 

Admiral Boone. Prosthetics and sensory aids. 

Senator Kricorer. How closely is your research program integrated 
with the research programs of the Navy, the Army, and Public 
Health? 

Admiral Boone. It is not integrated, but the National Research 
Council is coordinator. 

Senator Krtgore. You do have a coordinating agency? 

Admiral Boonr. With Public Health and Atomic Energy Com- 
mission and the Armed Forces. The National Research Council is 
aware of what is going on in the activities. They take part very much 
in screening our projects. 

Senator Kircorr. Thank you. 
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MAINTENANCE AND OPERATION OF HOSPITALS 


Mr. SauronstaLu. Now, Mr. Stirling, under the heading of ‘‘Main- 
tenance and operation of hospitals,’ | note that the House figure is 
larger than either the Truman or the Eisenhower budgets, and in 
addition to that appropriation of $548 million, there should be added 
$7 million which you can spend for reimbursement for services per- 
formed. We have gone into the question of how many beds and 
hospitals this will staff and, in your opinion, they will be adequately 
staffed. 

My question is, therefore: Can you get the people trained in time 
to use this money? 

Mr. Srirtine. Admiral Boone? 

Admiral Boone. Yes, sir 

Senator SALTONSTALL. So you will have to spend for maintenance: 
and operation of hospitals in this coming year $548 million plus $7 
million as a carryover; is that right? 

Admiral Boone. That is right. 

Senator SaLronstaLu. That will give you $555 million as opposed 
to $502 million last year? 

Admiral Boonr. That is right 

Senator Ropertrson. May I ask a question? 

Senator SALTONSTALL. Certainly. 

Senator Ropertson. How does the House figure compare with the 
revised Eisenhower budget? 

Mr. STIRLING. The revised firure was $516.S880.900. as opposed to 
the House figure of $548 million 


OPERATION OF HOSPITALS 


Senator SALTONSTALL. Now, did you finish vour answer to my ques- 
tion on the operation of the hospitals? I think with what you have 
previously said that you have answered that you will have enough 
trained personnel, in your opinion, to staff these 10 new hospitals, and 
all the other hospitals activated since 1952, if we give you the same 
amount as the House gave you, which will give you approximately 
7,000 more employees. Is that correct? 

Admiral Boonn. That is correct. 

Senator DworsHak. Admiral, with the shortage of doctors, do you 
not have great difficulty in staffing your new hospitals? 

Admiral Boonr. We do 

Senator DworsHak. How do you overcome that? Where do you 
find your qualified personnel? 

Admiral Boone. I said that one factor is the international situation 
and the demands of the Armed Forces. If the situation improves, it 
will facilitate our recruitment. If it worsens, it will be more difficult. 

Senator DworsHak. Under the circumstances prevailing in the 
past year, have vou had difficulty? 

Admiral Boone. Yes; particularly from the marked difference in 
income. Our personnel are underpaid in contrast to what it is possible 
for them to obtain in other fields. 





182 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


Senator DworsHak. During the past fiscal year how many more 
doctors would you have employed if they were available? 

Admiral Boone. It is not only doctors. It is aides and attendants, 
dietetic personnel, and other nonprofessional staff members. 

Senator DworsHak. How many personnel were you able to 
recruit last year because of this situation and not because of the lack 
of funds? 

Admiral Boone. We do not have the actual figures but during the 
period January through March 1953, the replacement rate, in VA 
hospitals was 2.48. 

Senator Kircorse. Admiral Boone, I would like to ask you a ques- 
tion: 

SHORTAGE OF TRAINED PERSONNEL 


Senator Dworshak has brought forward the question of the shortage 
of trained personnel. You mentioned Beckley and trying to get a 
TB expert for the Beckley Hospital. Is it possible to put young 
doctors into these hospitals under an expert and give them spec ialty 
training there in those hospitals, and develop specialists? 

Admiral Boonr. We are constantly doing that. Our residency 
training program is a continuing one. 

Senator Rospertson. Mr. Stirling, when this committee gets to the 
point of marking up this bill, we have two primary worksheets. One 
is a sheet that shows the Truman budget, the revised Eisenhower 
budget, what you spent last year, what the House allowed, and we 
have a blank for what we put in. 

In connection with that we have what we call a side slip. That is 
prepared by our clerk from the testimony. It shows what the agency 
requested to be cut and what the agency requested to be increased, 
with a brief summary of the testimony on each point. That is put 
out in the side slip. I would like, for the benefit of our clerk in pre- 
paring these two tables for us, for you to submit for the record, if you 
have not already done it, a concise statement taking the House items 
one by one and saying “We approve this’; or ““‘We want it cut so 
much.” ‘‘We want it restored so much,” and a brief statement for 
each recommendation. 

Senator SaALTONSTALL. Would the Senator yield? They have stated 
before you came in that the financial amounts allow ed by the House 
are satisfactory. The only request that the Veterans’ Administration 
makes of this committee is a request for nine language changes. 

Senator Ronertson. That simplifies the problem a good deal. 

Senator SatronstaLu. So that the only problem before us is 
whether we should take the House figures or in our discretion, as a 
result of the testimony, of the Veterans’ Administration, change those 
figures. 

Senator Kincore. Mr. Chairman, that means, however, that we 
will probably have a supplemental arising for the $250 million of 
veterans’ payments, and we might as well look this in the face right 
now. 

MASSACHUSETTS HOSPITAL 


Senator SALTonsTaLL. Dr. Boone, I address this question to you. 
You have put into the record a list of the hospitals by States, showing 
the number of beds in each hospital, the number that it is proposed 
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to operate, and any changes occurring to these hospitals since you 
were last before this committee. Have you any comments to make 
regarding that? As a purely local matter, and as the Senator from 
Massachusetts, I would appreciate any comment, particularly with 
relation to the hospital in Framingham, and when you intend to open 
Brockton and West Roxbury. West Roxbury, of course, is open. 

Admiral Boonr. This was prepared last evening. I would like to 
inject one other column. You requested that we provide such and 
such information, and then provide information on employee per 
patient, but I wouid like to add employee per operating bed, because 
that is the basis on which we predicate our staffing. 

Senator SALTONSTALL. | think that that is very important and I 
propose that you do add it. 

Admiral Boone. In this list which I will give to the reporter, 
Brockton is listed. The scheduled opening is in October with the 
dedication on October 25, 1953. West Roxbury is December 6, 
1953. I will supply the list showing the hospitals to be operated 
and the employees per operating bed. 

(The list referred to follows:) 
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Senator SaALTONSTALL. What is the status of Cushing in Framing- 
ham? 








Admiral Boonr. Cushing, as you remember, was an Army acqui- 
sition. We have had it for several years. We will move out, I believe, 
in the late winter or early spring with the completion of the alterations 
being effected at West Roxbury. West Roxbury is now out of use 
during these alterations. We will return Framingham to the Army 
and will move the resident patients from Framingham, mostly para- 
plegics, into West Roxbury. 

Senator SALTONSTALL. When will Roxbury be open? 

Admiral Boone. This fall. 

Senator SatronsTALL. I think, with that new column on beds, that 
that will complete the record on this point. It will be extremely help- 
ful to have it. 















PATIENTS IN CONTRACT HOSPITALS 











My next question has to do with now many patients you have in 
contract hospitals, how many beds under contract, and how many 
patients you have who are receiving domiciliary care? 

Admiral Boonsr. We have now in contract hospitals 6,100 patients. 
That is, in other Federal hospitals and in non-Federal hospitals. 

Senator SALTONSTALL. 6,100 patients? 

Admiral Boonr. Yes. 

Senator SALTonsTaLL. How many of those patients are service 
connected? 

ApmrrAL Boone. I will have to supply that for the record, sir. I 
might say at that point that in the appropriations of the House it 
provides for 5,870 beds in contract hospitals for 1954. 

May I say, sir, that we can take non-service-connected as well as 
service-connected in other Federal hospitals. We can take nothing 
but service-connected in non-Federal. 
























TOTAL PATIENTS RECEIVING DOMICILIARY CARE 











Senator SALTONSTALL. I see. Now, how many patients have you 
who are receiving domiciliary care? 

Admiral Boone. Sixteen thousand three hundred and eighty-eight 
at May 31, 1953. 

Senator SALTONSTALL. How many of those are service-connected 
disabilities? 

Admiral Boone. We do not have that data. 

Senator SALTONSTALL. Could you furnish that figure? 
Admiral Boone. Yes. 
(The information requested follows:) 
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Senator Mayspank. Mr. Chairman, may I ask a question? 

Senator SALTONSTALL. You may. 

Senator Mayspank. Would it be a large proportion, or would you 
have to gess the number? 

Admiral Boone. We have to guess, but the Solicitor could inform 
the committee as to who are eligible. 

Senator Maysank. You have 24,000 who cannot get in. How do 
you pick those who are eligible? 

Mr. Ovo. The question of service connection has no significance 
insofar as eligibility for domiciliary care. The test is that he has a 
disease or injury which prevents him from earning support. 

Senator MayBank. In other words, the 24,000 are those who have 
no disease or injuries keeping them from earning their own living? 

Mr. Opom. Domiciliary care. 

Senator Maysank. Would the entire 24,000 on the waiting list be 
in that position? 

Mr. Ovo. I understood that those 24,000 were awaiting hospitali- 
zation. 

Admiral Boonn. May I make an observation there? And this is a 
matter which gives us great concern. 

Due to the present economic situation, I think that the domiciliary 
load is low compared to what it would be if we get into a depressed 
economic situation. We now have most of these domiciliary facilities 
filled, and have no provisions for expansion. In New England for 
example, we have no facilities for domiciliary care. 

Senator SALTONSTALL. How many patients did you say that you 
have on domiciliary care? 

Admiral Boone. 16,388 at May 31, 1953. 

Senator SaAtTronsTALu. I believe that you have answered this ques- 
tion, but will you answer it again? 


ADDITIONAL BEDS IN 1954 


Will you please detail what additional beds of all kinds you will 
operate in 1954 over 1953? 

Admiral Boonz. We will put that into the record. 

Senator SALTONSTALL. Can you give the summary now for our own 
information? 

Admiral Boonr. New hospitals? 

Senator SaALTONSTALL. The question was: What additional beds of 
all kinds you will operate in 1954 over 1953? 

Mr. Farris. Mr. Chairman, I believe the table I have should be 
inserted in the record. [Previously inserted; see above.] However, 
I can give the gross figures. 

Senator SALTONSTALL. Will you please give the gross figures then? 

Mr. Farris. In total authorized capacity we will average 121,389 
in fiscal year 1953. 

The revised hospital-building program calls for the construction of 
& maximum of 131,000 beds. Present plans will provide an average 
of 127,576 authorized beds during fiscal year 1954, of which 122,666 
exist as of April 30, 1953. During fiscal year 1953, we estimate we 
will staff and operate an average of 109,229 beds as compared with 
an estimated 114,315 average beds during fiscal year 1954. 
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Senator Maysanx. How about the Korean casualties? How many 
would that be in those new beds? 

Mr. Farris. I could not answer that. 

Senator MayBank. Would the number be considerable? 

Mr. Farris. There would be a considerable number; yes, sir. I 
can insert that figure. As of April 30 there were 5,787 Korean vet- 
erans in our hospitals. 

Senator MayBank. I would appreciate, Mr. Chairman, if we could 
have that inserted in the record, as to the Korean casualties that have 
been added to the World War II and World War I veterans, so that 
we can get a broader picture, because, unfortunately, I know that you 
are going to have more requests. 

Senator SALTONSTALL. Dr. Boone, that does not seem to agree 
with the tabulation that you have put into the record with Mr. 
Stirling’s statement this morning. 

Mr. Farris. We will operate, during 1954, 114,315 average beds, 
That agrees with the figure in the statement presented to you this 
morning. 

During 1953 we anticipate an average patientload of 98,650 as 
compared to an anticipated patientload in 1954 of 102,370. 

If the chairman desires, we could insert this table into the record, 
which would give it in complete detail. 

Senator Satronstauu. I think that the table that you have al- 
ready put in will answer the questions, but I hope that you can relate 
the statement that you just made with the table, because I still do not 
get it. Probably that is my own inaccuracy. 

Senator Dworsuak. Your figures indicate that you had about 
12,000 vacant beds during 1953? 

Mr. Farris. That is correct. 


VACANT BEDS 


Senator Maypank. You had 12,000 vacant beds and you are 
going to build more hospitals; is that right? I made the fight here 
for you to have the personnel for which you asked last year to operate 
the hospitals that you had, and there is no use in building hospitals 
unless you have the people to operate them. That is the point that 
I wanted to make. I am not criticizing your vacancies, but you will 
recall that I insisted that proper personnel be given to the Veterans’ 
Administration to operate the hospitals. I say this respectfully, 
but there is no use to build 2 or 3 hospitals for some community, some 
chamber of commerce, and I say further that I know they are needed, 
but if you are going to take care of the veteran there is no use to have a 
hospital with empty beds. You have to have the personnel, the doc- 
tors, and the scientists to operate the hospitals. I am not criticizing 
the Veterans’ Administration because you asked for it last year, 
and you were not given it. 

Senator DworsHak. Mr. Ferris, you also said that the average 
patientload was 98,650? 

Mr. Farris. That is right. 

Senator DworsHak. That would indicate that you had nearly 
23,000 vacant beds. You said that you had 121, 389, and your aver- 
age patient load was 98,650. What does that difference mean? 

Mr. Farris. I gave you an interim figure between those two; 
109,229 average beds represents those that were staffed and available 
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to receive patients, and in those 109,229 average beds we placed ar 
average patient load of 98,650. 

Senator DworsHak. I must draw the inference that you had about 
12,000 beds not necessarily vacant, but for which you did not have 
staff available. 

Mr. Farris. That is correct. 


LACK OF ADEQUATE PERSONNEL 


Senator DworsHak. So, if you actually had 12,000 — nts seek- 
ing admission to the hospitals, you would not be able to take care 
of them because of inadequate personnel 

Mr. Farris. That is right 

Senator MayBank. That is what I was trying to establish. You 
did that better than I did, Senator Dworshak. I am agreeing with 
you because I receive the same complaints; that you have the vacant 
beds because you cannot get the doctors, scientists, or the money 
Would you say that that would be right? 

Mr. Farris. Yes, sir. I believe that I can clarify the figures that 
we have with respect to unavailable beds and account for the difference 
between the two figures previously mentioned. 

On March 31, we had 7,890 beds not in operation because we did 
not have funds to staff them. 

Senator DworsHak. May I ask, did you request Congress for addi- 
tional funds, or was it because you did not have a potential patient 
load that required those beds to be immediately available? 

Admiral Boonr. We made two requests to the Bureau of the 
Budget, Senator, but they were not granted. 

Senator DworsHak. You did make the request? When were those 
requests made? 

Admiral Boone. Last fall, si 

Senator MayBaANk. Because I happened to be chairman, for many 
years, let me tell my distinguished friend that we restored the money 
but the House did not go along. 

Senator Dworsnak. I was interested in knowing whether there 
were potentially 12,000 patients seeking treatment in the Veterans’ 
Administration hospitals at the time when you had the beds avail- 
able, but you were not able to take care of them because you did not 
have the staff? 

Mr. Farris. There were patients seeking admission but they were 
not admitted because there were no funds to operate the beds. 1 
would like to finish the statement. 86 of those beds were not in op- 
eration on March 31, because of unavailability of personnel. We 
had 2,951 beds on that date in new hospitals in process of activation 
which could not be made available until personnel were recruited; 
and for construction, alteration and maintenance, and so on, there 
were approximately 1,758 not available. That totals 12,685. 

Senator SaLronstTaLL. Would it not be helpful to add a summary 
which had been put into the record with Mr. Stirling’s statement, 
page 9? You use the item “Average ope rating beds, “Average daily 
patient load,” “Average employment.” Could you not put in a 
figure there of the total “number of beds available and then the average 
operating beds, and so on? 

Mr. Farris. Yes, sir. 

(The information requested follows:) 
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Actual and estimated, fiscal years 1952, 1958, and 1954 


Fiscal year 1953, 
estimated 


Fiscal year 1954, 
estimated 


Opened Opened 
before after 
Jan. 1, | Jan. 1, 


1952 


Opened |Opened 
before | after 
Jan. 1, | Jan. 1, 


1952 1952 


Total | Total 


Average authorized capacity: 


NP 
TB 
GMS8 


Total. > 
Domiciliary .. 


Average operating beds: 
> 


NI 
TB 
GMS 


Total 
Domiciliary 


Average occupancy rates 


NP 
TB 
GMS 


Total 
Domiciliary 


Average daily patient load: 
NP.... 


TB 

GMS 
Total 

Domiciliary 


Average employment: 
Ds de 


TB 


GMS 


Potal 
Domiciliary 


Employment per operating bed 
NP 


TB 
GMS 


Domiciliary..-.....-. 


52, 947 


10, 148 | 


56, 326 


119, 421 
18, 084 


51, 592 | 


8, 551 
49, 698 


109, 841 


17, 729 


OF 
88 
84. ¢ 


percent 
do 
do 


&Y. 3 


95. 2 


do 
do 


48, 511 


7, 588 | 


| 41’ 925 


98, 024 
16, 876 


33, 105 
9, 679 
62, 598 


105, 182 
4,192 


8, 475 


| 46, 468 | 


| 
105, 960 | 


17, 780 


94. 
90. 4 
86. 


90. 
96. 


48, 296 

7, 648 | 
40, 005 | 
95 
17, 


949 | 


100 


33, 108 
9,472 


57, 760 


100, 340 
4, 200 


0. 6490 
1. 1176 
1, 2430 


. 9470 


. 2362 


51, 017 | 


143 
115 


3,011 | 


3, 269 


439 


52, 795 
9, 751 
58, 843 

, oo 


18, 147 


51, 160 
8, 590 
49,479 
109, 


229 


| 17,780 


| 


218 | 
4,802 | 


5, 459 


3. 0699 


1. 8957 
1. 5948 


1. 6700 | 


94. 5 


90.1 | 


86. 0 


90. 3 
96 


17, 100 


33, 547 
¥, 690 
62, 562 
105, 799 

4, 200 


0. 6557 
1, 1281 
1. 2644 


. GOS6 


| 0. 6585 


55, 010 
9, 907 
62, 659 


127, 576 


18, 147 


52, 726 
9, 073 


52, 516 


114, 315 
17, 709 


94. 
v0. 
84. 


89. 
95 


, 375 
, 955 
39, 466 


, 796 
3, 927 


33, 731 
9, 842 
58, 271 


101, 844 
4,176 


5800 
1. 1204 3356 
1. 2645 5729 


. 9600 


. 2358 


5659 


Senator SatronsTaLu. | think that would be helpful because that 
would bring out just the figures that Senator Maybank and Senator 
Dworshak have been referring to. 

Senator Maypank. I think that would be good, because I get letters 
from people saying that there are vacant beds in hospitals,and that 
they cannot get in. 

Senator DworsHak. Is that solution of that problem dependent 
upon making the existing bed capacity of all Veterans’ Administration 
hospitals available through adequate stafling, or by building new 


hospitals? 


Mr. Srirtinc. Admiral Boone. 
Senator Dworsuak. I said: Is the ultimate solution of this prob- 
lem contingent upon whether your first objective would be to ade- 
quately staff existing hospitals to make the maximum bed capacity 
available, or should we build new hospitals? 


What is your comment, Mr. Stirling? 





SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 197 


Admiral Boonr. It takes 3 to 4 years from the time planning is 
started to build and dedicate a new hospital and I think it is the part 
of wisdom to be a crystal gazer to build a hospital to make provisions 
for present load and what we feel is the projected load. The present 
authorized building program will provide a maximum of 131,000 beds. 

Senator DworsHak. Do you believe that if there had been adequate 
funds provided, and it had been possible to recruit personnel, that 
those 12,000 vacant beds during 1953 would have been occupied? 

Admiral Boone. I think so. 

Senator DworsHak. All of them? 

Admiral Boone. All those not under construction or alteration, 
yes, sir. 

Senator DworsHak. I am assuring that those 12,000 beds were 
beds in existing hospitals, available at the time. 

Admiral Boonr. Yes, sir. If we had the funds and the personnel, 
we would have filled them because we have a 24,000 waiting list, 
and of that, 11,000 are neuropsychiatric. The replacement at 
Topeka and the new facility at San Francisco will be neuropsychiatric 
type hospitals. In the case of San Francisco, there is presently 
waiting list of 858 veterans in the San Francisco-Oakland-Fresno area. 


NEUROPSYCHIATRICS 


Senator DworsHak. Do you not put neuropsychiatrics in general 
hospitals? 

Admiral Boonr. We have changed our concepts and now practically 
every general hospital has some beds for neuropsychiatric and tuber- 
culosis patients. 

Senator MayBank. I am glad to hear that, because that has been 
painful around here. I am in favor of the veterans’ program and 
am not criticising the Veterans’ Administration, and I humbly tried 
to help last year to get more capable help in the way of doctors and 
psychiatrists. However, I want to repeat that I see no reason to 
build new hospitals, if you have hospitals that are vacant and because 
of lack of funds, do not operate what hospitals you have. Is it 
correct that you have not had enough money to operate what hospitals 
you have? 

Admiral Boonsz. In 1953 we did not have. 

Senator DworsHak. In your judgment, will the sum that the 
House has provided for maintenance and operation of hospitals in 
1954 be adequate to take care of existing hospitals and to use them 
to the maximum? 

Admiral Boonz. Yes, sir. 

Senator Dworsnak. And also to provide the maximum use of any 
new beds which become available? 

Admiral Boone. Yes, sir. The funds the House has provided will 
make it possible to open up the beds closed and out of use this year, 
and also to activate the new hospitals that come in. 

Senator SALTonsTaLL. Now, Dr. Boone, I will ask you this question: 
The House has broken the administrative medical hospital and domi- 
ciliary services into 7 new items which was have listed, totaling 
$895,710,600, as we look at those 7 items, are there any that you 
feel that we can cut, from what the House has allowed you? From 
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what you have just said I assume that your answer is in the negative, 
but I hope that it might be in the affirmative. 

Admiral Boons. I would like to emphasize what I said in my pre- 
pared statement, that these are the rockbottom figures under which 
we can operate and provide what I wish to provide for the veterans: 
the best medical service. May I add to Senator Maybank’s observa- 
tion, that we did not have the money last year, and our quantity was 
reduced and our quality diluted. 

Senator Maypank. Mr. Chairman, might I follow this thought 
through with Admiral Boone? Admiral, you have a well-planned 
arrangement now where the hospitals can take the patients, the 
NP’s and the TB’s in the various hospitals? 

Admiral Boone. We have a plan all formulated, Senator. In fact, 
I signed it, to hold it in abeyance until Congress acted, and it will 
be effectuated the day this bill is appoved. 

Senator MaysBank. It is a general program 

Admiral Boonn. Yes, sir. 

Senator Maypank. I saw no reason to have these beds vacant 
while these people were suffering. You had in the general hospitals, 
prohibitions aganst certain types of diseases? 

Admiral Boone. That has been changed. 

Senator Maysank. I said that it used to be that way. 

Admiral Boone. That is right, sir. 

Senator Mayspank. And it has been changed to take in all the 
hospitals, whether on the east or west coasts? 

Admiral Boone. Yes, sir, and throughout the system. 





MAINTENANCE AND OPERATION OF SUPPLY DEPOTS 
Senator SALTONSTALL. My next question is: Please explain briefly 
the item ‘‘Maintenance and operation of supply depots.’’ As that 
is broken down, the House allowance is $1,800,000. Last year you 
had $2,174,000. What did you do with that? 

Mr. Stirring. Mr. Baker. 

Mr. Baker. Mr. Chairman, that item covers the stocking of 
supplies and materials in three supply depots, as well as the material- 
handling costs at station warehouses at all the hospitals where we 
stock consumable supplies. 

Senator SatronsTaLLt. What is the inventory which you carry 
which requires this operation of $1,800,000? 

Mr. Baker. I think in the neighborhood of $48 million. 

Mr. Drypen. The depots have about $24 million. 

Mr. Baker. And the station inventories account for approximately 
the balance. 

Senator SALTONSTALL. So that to turn this fund over and keep it up 
you require $1,800,000 of personnel and service? 

Mr. Baker. That is the operating expense in connection with that; 
yes, sir. 


CONTACT SERVICE WITHIN THE STATES 





Senator SautronstaLL. Will you tell us what the situation is in 
regard to contact service within the States? Has that been elaborated 
upon? 

Mr. Srirumea. I think the chairman asked that a statement be 
prepared showing the distribution of our contact personnel by regional 
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offices and by VA offices. I have that here and that can be inserted 
into the record if the chairman wishes. 
(The statement referred to follows:) 







On-duty assignments—Contact service personnel as of May 31, 1953 











(Excludes hospitals and domiciliaries 





otal 
Contact contact 

employees | employees 
by station | by State or 
lerritory 














Alabama 
Montgomery VA regional office 2 
Birmingham VA office 6 
Decatur VA office 2 
Gadsden VA office 

Mobile VA office 












Alaska 







Juneau VA regional office 
Anchorage VA office 3 
Fairbanks VA office 2 


Ketchikan VA office 











Arizona 
Phoenix VA regional office 12 
rucson VA office 1 
Yuma VA office , 












Arkansas 





Little Rock VA regional office 12 
Batesville VA office 2 
Camp Chaffee Army Separation Center 1 







El Dorado VA office 2 
Fort Smith VA oilice 2 
Forrest City VA office 2 
Harrison VA office 2 
Jonesboro VA office 2 
Pine Bluff VA office 2 
Texarkana VA office ! 














California 
Los Angeles VA regional office 58 
Bakersfield VA office 
Long Beach VA office 
Pasadena VA office 









San Bernardino VA oflice ! 
San Luis Obispo VA office 
San Diego VA regional office 13 





San Diego navy hospital 

San Francisco V A regional office 

Camp Stoneman Army Separation Center 
Fort Ord Army Separation Center 

Fresno VA office 2 
Oakland VA office 

Oakland (Oak Knoll) Navy Hospital 
Sacramento VA office 

San Jose VA office 
Stockton VA office 






















Colorado: 






Denver VA regional office . 15 
Boulder VA office 2 
Camp Carson Army Separation Center l 
Colorado Springs V A office 2 
Fitzsimons Army Hospital-__- 2 







Pueblo VA office. ......... : 2 
Trinidad VA office.......- ae 











Connecticut: 
Hartford VA regional office. -_. ‘ l 
Bridgeport V A office 
New Haven VA office. -__. 

Waterbury VA office 







on 






Delaware: Wilmington VA regional office.................-..-..-.- 










District of Columbia: 







Washington VA regional office A 31 
St. Elizabeths Hospital 2 
Walter Reed Army Medical Center . 1 

ee 1 


Bethesda Naval Medical Center-__. 
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On-duty assignments—Contact service personnel as of May 31, 1953—Continued 





Total 


Contact cont 





i 
loyees 


Florida 
Miami VA regional office 
Fort Lauderdale VA office 
Fort Pierce VA office 
Key West VA office 
West Palm Beach VA office 
Pass-A-Grille VA regional office 
Gainesville VA office 
Jacksonville VA office 
Lakeland VA office 
Marianna VA office 
Orlando VA office... 
Pensacola V A office 
Tallahassee V A office 
Tampa VA office 





BNO WWNWNHANAnrwnwnw =z 










Georgia: 
Atlanta VA regional office 


21 
Albany VA office 2 
Athens VA office 2 
Augusta VA office 2 
Brunswick VA office 2 
Camp Gordon Army Hospital 1 
Columbus V A office ‘ 3 
Fort Benning Army Hospital ! 0 
Macon VA office 3 
Rome VA office 2 
Savannah VA office { 
Valdosta VA office 2 















Hawaii: 
Honolulu VA regional office “ 1 
Hilo VA office 


Idaho 
Boise VA regional office 6 
Coeur d’ Alene VA office 2 
Idaho Falls VA office 2 
Moscow VA office 2 
Pocatello VA office a 2 

> 













Twin Falls VA office 


Illinois 












Chieago VA regional office 0 
Champaign VA office 3 
East St. Louis VA office 3 
Moline VA office 2 
Peoria VA office 3 
Rockford V A office 3 
Springfield VA office 3 
Fort Sheridan Army Hospital 1 
Great Lakes Navy Hospital 1 






Indiana: 
Indianapolis V A regional office a 1 









4 
Bloomington VA office 2 
Camp Atterbury Army Hospital l 
Evansville VA office { 
Fort Wayne VA office 3 
Lafayette VA office 3 
Muncie VA office 3 
New Albany VA office 2 
South Bend VA office 3 
Terre Haute VA office 3 
Gary VA oifice (under jurisdiction of Chicago, Ill., regional office) 4 

42 
Iowa 
Des Moines VA center Q 
Cedar Rapids VA o-tice 2 
Davenport VA office 2 
Dubuque VA office 2 
Fort Dodge VA office 2 
Mason City VA office 2 
Ottumwa VA office 2 
Sioux City VA office 2 
Waterloo VA office 2 
or 


1 Recruitment initiated to fill vacant position of contact representative assigned to the Fort Benning Army 
Hospital 
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On-duty asstgnments—Contact service personnel as of May 31, 1953—Continue 


Kansas 
Wichita VA center 
Hutchinson VA office 
Pittsburg VA office 
Topeka VA office 
Horton VA office (under jurisdiction of Kansas City, Mo., regional « 


Kentucky: 
Louisville VA regional office 
Ashland VA office 
Bowling Green VA office 
Camp Breckinridge Army Separation Center 
Corbin VA office ?__. 
Covington VA office 
Harlan VA office 
Hazard VA office_. 
Lexington VA office 


| rth wR toh 


Louisiana: 
New Orleans VA regional office _. 
Baton Rouge VA office 
Hammond VA office 
Houma VA office 
Lafayette V A office 
Lake Charles VA office 
New Orleans United States Public Health Service Hospital 
Shreveport VA center 
Monroe VA office 


tot Who thor he 


we 


| 


Maine: 
Togus VA center 
Bangor VA office 
Portland VA office 


| Com 


Maryland 
Baltimore VA regional office 
Annapolis VA office 3 
Cumberland V A office 
Hagerstown VA office 
Fort George G. Meade Army Separation Center 


ono ¢ 


Massachusetts: 
Boston VA regional office 
Brockton VA office 
Cambridge V A office 
Chelsea V A office 
Chelsea State soldier’s home 
Fitchburg VA office 
Fort Devens Army Separation Center 
Greenfield V A office 
Holyoke VA office 
Lawrence V A office 
Lowell VA office 
Lynn VA office 
Malden VA office 
North Adams VA office 
Pittsfield VA office 
Quincy VA office 
Salem VA office 
Somerville VA office... 
Springfield VA office. - 
Worcester VA office abt 
Fall River VA office (under jurisdiction of Providence, R. I., regional office 
New Bedford VA office (under jurisdiction of Providence, R. 1., regional office 


+ 


WmwNeKNwwNmnwc 


| G2 Com & bo by bo tO = bo bt 


Michigan: 
Detroit VA regional office 
Battle Creek Army Hospital 
Flint VA office 
Fort Custer Army Separation Center 
Grand Rapids VA office 
Lansing V A office 
Sault Sainte Marie VA office 3 
31 
2VA Office Corbin, Ky., to be closed not later than June 19, 1953 
9 VA offices at Annapolis, Md., and Sault Sainte Marie, Mich., to be closed not later than June 19, 1953, 
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On-duty assignments—Contact service personnel as of May 31, 1958—-Continued 


















Total 

Contact contact 
employees | employees 
by station | by State or 
Territory 


M innesota 


St. Paul VA regional office 14 
Duluth VA office 











M ississippi: 

Jackson VA center ‘“ 7 
Gulfport VA office ? 
Meridian VA office 
Tupelo VA office _- 














M issouri: 


Kansas City VA regional office _- : : 15 
Joplin VA office 1 
St. Joseph VA office. : : 1 
Sedalia VA office Ea 2 
Springfield VA office 2 
Camp Crowder Army Separation Center -- l 
St. Louis VA regional office 18 


Fort Leonard Wood Army Separation Center 





Montana 
Fort Harrison VA center 
Billings VA office 

Butte VA office 

Great Falls V A office 
Missoula V A office 


to bo tot 
















Nebraska: j 
Lincoln VA regional office 6 
Omaha VA office 






Nevada 





Reno VA center 4 
Las Vegas VA office (under jurisdiction of Los Angeles, Calif., VA regional 
office 2 










New Hampshire 
Manchester VA regional office 












4 
Berlin VA office 2 
Dover VA office 2 | 
Keene VA office 4 2 


Laconia VA office 
Portsmouth VA office 






New Jersey 
Newark VA regional office ! 
Atlantic City VA office 
Camden VA office 
New Brunswick VA office 
Paterson VA office 
Red Bank VA office 
rrenton VA office 
Jersey City VA office 3 
Camp Kilmer Army Separation Center ] 











Non 





New Mexico 
Albuquerque VA regional office 6 
Carlsbad VA office 1 
Clovis VA office 
Gallup VA office 
Las Cruces VA office 
Las Vegas VA office 
Santa Fe VA office 











bo to bv bo 


New York 














Albany VA regional office 9 
Glen Falls VA office 2 
Kingston VA office 2 
Plattsburg VA office 2 
Poughkeepsie VA office 2 
Schenectady VA office 2 
Brooklyn VA regional office 39 
Kings County Hospital 2 | 
Buffalo VA regional office ‘ 18 
Niagara Falls VA office aon 2 


4 Keene, N. H., to be closed not later than June 19, 1958. 
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On-duty assignments—Contact service personnel as of May 31, 1958—Continued 


Tot 


Contact 
employees 


tallol 


New York—Continued 
Rochester V A oltice 
New York VA regional office 
Jamaica VA office 
Kings Park Hospital 
Middletown VA office 
Mineola VA office 
Newburgh VA office 
St. George, Staten Island, VA office 
White Plains VA office 
Syracuse VA regional office 
Binghamton VA office 
Utica VA office 
Watertown VA office 


North Carolina 
Winston-Salem VA regional office 
Asheville VA office 
Charlotte VA office 
Durham VA oflice 
Fort Bragg Army Hospital 
Gastonia VA office 
Goldsboro V A office 
New Bern VA office 
Raleigh VA office 
Salisbury VA ollice 
Wilmington VA office 


North Dakota: 
Fargo VA center 
Bismarck V A office 
Grand Forks VA office 


Ohio: 
Cincinnati V A regional office 
Athens VA office 5 
Cambridge V A office 
Columbus V A office 
Dayton VA office 
Hamilton VA office 
Ironton VA office 
Marietta V A office 
Portsmouth VA office 
Springfield V A office 
Zanesville V A office 
Cleveland VA regional! office 
Akron VA office 
Canton VA office 
Cleveland United States Public Health Service hospital ¢ 
Lorain V A office 
New Philadelphia VA office 
Steubenville V A office 
Toledo VA office 
Warren VA office 
Youngstown VA office 


Oklahoma: 
Muskogee VA regional] office 
Tulsa VA office 
McAlester V A office 
Bartlesville V A office 
Hugo VA office 
Oklahoma City VA regional office 
Ada VA office 4 
Ardmore V A office - 
Clinton VA office 
Enid VA office 
Fort Sill Army Separation Center 
Lawton VA office 
Ponca City VA office 
Shawnee VA office 


wWonwwnrsAs~!) 


Stote 


tonne 


‘VA office Athens, Ohio, to be closed later than June 19, 1953 
6 Cleveland, Ohio, United States Public Health Service Hospital to close June 3, 1953 
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On-duty assignments—Contact service personnel as of May 31, 1958—Continued 


i 


Total 

Contact contact 
employees | employees 
by station | by State or 
Territory 


Oregon 
Portland VA regional office 
Corvallis VA office ’ 
Eugene VA office._..._.- 
Medford VA office_.__. 


Pennsylvania: 
Philadelphia VA regional office_. 
Allentown VA office 
Philadelphia Navy Hospital. _.- 
Phoenixville Army Hospital__- 
Reading VA office 
Pittsburgh VA regional office_.. 
Altoona VA office... 
Erie VA office 
Johnstown VA office 
Kittanning VA office 
Meadville VA office- 
New Castle VA office.._. 
Oil City VA office 7 
Uniontown VA office. 
Wilkes-Barre VA regional office 
Harrisburg VA office iia / 
Indiantown Gap Military Reservation (separation center) -- 
Lancaster V A office 
Pottsville VA office 
Scranton VA office... 
Shamokin VA office - 
Williamsport VA office 
York VA office. 


n 


=— Woe @ 


to to to Go Ge 


Puerto Rico: 

San Juan VA center 
Arecibo VA office 
Caguas VA office 
Cayey VA office 
Humacao V A office 
Mayaguez VA office 
Ponce VA office. 


Nwwweonwnws 


ww 


Rhode Island: Providence VA regional office. 


South Carolina: 
Columbia VA regional office... 
Charleston VA office... nie 
Greenville VA office 
Orangeburg VA office.... 
Spartanburg VA office 
Fort Jackson Army Separation Center 


South Dakota: 
Sioux Falls VA center 
Rapid City VA office 


Tennessee: 
Nashville VA regional office. 
Chattanooga VA office 
Knoxville VA office. .-_. 
Memphis VA office 


Texas 
Dallas VA regional office... — 
Fort Worth VA office... ai 
Fort Worth U. 8. Public Health Service Hospital -- 
Longview VA office * 
Marshall VA office * 
Wichita Falls VA office 
Houston VA regional office 
Beaumont VA office 
Brenham VA office 
Galveston VA office 
Huntsville VA office *.. nolan 
Lufkin VA office. suid sielimans . 


’ VA offices at Oil City, Pa., and Corvallis, Oreg., to be closed not later than June 19, 1953, 
*V A offices at longview, Marshall, and Huntsville, Tex., to be closed not later than June 19, 1953. 


— hoe moo 
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On-duly assignmenis—Coniracis service personnel as of May 31, 19538—Continued 


Texas—Continued 
Lubbock VA regional office 
Abilene VA office 
Amarillo VA office 
Childress VA office 
El Paso VA office 
Fort Bliss Army Separation Center 
Odessa V A office 
San Angelo VA office 
San Antonio VA regional office 
Corpus Christi VA office 
Del Rio VA office 
Fort Sam Houston Army Hospital (Brooke) 
Harlingen VA office 
Laredo VA office 
Victoria VA office 
Waco VA center 
Austin VA office 
Brownwood VA office 
Corsicana VA office 
Fort Hood Army Separation Center 
Palestine VA office 
Temple VA office 


Jtah 
Salt Lake City VA regional office 
Ogden VA office 
Provo VA office 


Vermont 
White River Junction VA center 
Burlington VA office 


Virginia 
Roanoke VA regional office 
Danville VA office 
Lynchburg VA office 
Newport News VA office 
Norfolk VA office 
Richmond VA office 


Washington 
Seattle VA regional office 
Bellingham VA office 
Everett VA office 
Fort Lewis Army Separation Center 
Richland VA office 
Spokane VA office 
Tacoma VA office _- 
Vancouver VA office _.- 
Wenatchee VA office_- 
Yakima VA office. 


West Virginia: 
Huntington VA regional office 
Beckley VA office 
Bluefield VA office_. 
Charleston VA office 
Clarksburg VA office 
Martinsburg VA office 
Morgantown VA office_- 
Parkersburg VA office 
Wheeling VA office (under jurisdiction of Pittsburgh, Pa., 

office) 


Wisconsin 
Milwaukee VA regional office 
Ashland VA office 
Eau Claire VA office. - 
Green Bay VA office. 
La Crosse VA office 
Madison VA office 
Racine VA office 
Superior VA office 
Wausau VA office. . 
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On-duty assignments—Contact service personnel as of May 31, 1953—Continued 


| rotal 

Contact contact 
employees | employees 
by station | by State or 


lerritory 


Wyoming: 
Cheyenne VA center 
Casper V A office 


Philippine Islands 
Manila VA regional office... 
Cebu, Cebu VA office............. 
Doilo, Dloilo VA office..............- 
Total field components, contact service 
Central Office 
Office of Director, contact service 
Central Office Contact Division... 


Grand total, on-duty personnel, contact service 





Contact personnel assigned at 
Central Office 
VA regional offices and centers 
VA offices ; 
Non-VA locations 
Armed Services hospitals 
Army Separation centers 


Total locations.........-. 


Note.—Of the 311 VA offices in operation as of May 31, 1953, above, 10 such offices have been closed prio 
to June 19, 1953. 


Mr. Stiruinc. We have Mr. Curtiss, our Assistant Administrator 
in regard to contact services, who will be glad to answer any questions 
Senator SALronsTaLL. That is, of course, a problem about which 


we hear much. How do you handle that? When you close a center, 
do you send men out to visit the communities that are losing the 
services? 

Mr. Stirtinec. You mean where we close a VA office where we have 
now approximately 301 throughout the country? We work on a 
formula basis. That_is, if the records show west of the Mississippi 
that there are less than 350 contacts in a 4 months’ average, we close 
that VA office. East of the Mississippi, where the average over a 
4 months’ period is less than 450, we close that VA office. Under that 
formula we have closed approximately one-hundred-and-sixty-some- 
odd VA offices and only recently closed 10 under that same formula. 

Senator SALTONSTALL. You say 350 west of the Mississippi and 
east of the Mississippi, 450? Is that right? 

Mr. Stirring. That is an average per month for a 4 months’ period. 

Senator SaLTonsTaLL. When it falls below that, you close the office? 

Mr. Strrune. That is correct. 


SERVICE TO COMMUNITIES 


Senator SatronsTa.u. If you close that office, how do you take 
care of those communities? 

Mr. Srrrume. Mr. Curtiss. 

Mr. Curtiss. Mr. Chairman, in those cases, the manager of the 
region may find it necessary to send a contact representative from 
the regional office to visit that city where the VA office was formerly 
located, on a part-time basis, 1 or 2 or 3 days a week, depending on 
the service required. 





SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 207 


Senator SALTONSTALL. So you send a man from the nearest office, 
into that community who will give part-time service? 

Mr. Curtiss. For example, Keene, N. H., closed on the 19th 
of June. 

Senator SaLtronstaLL. What office will service Keene, N. H.? 

Mr. Curtiss. Manchester. 

Senator SALTonsTALL. A man will go to Keene 3 days a week? 

Mr. Curtiss. | think it will be 1 or 2 days a week 

Senator SALTONSTALL. Where does he operate? Do you have to 
keep space for him? 

Mr. Curtiss. Usually in the post office, rent-free space. 

Senator SatronstaLL. He sends word that he will be in the post 
office? 

Mr. Curtiss. That is right. 

Senator SALTONSTALL. That generally gets established? 

Mr. Curtiss. That is right. 

Senator MayBank. Who establishes that he will be there Tuesday 
and Wednesday? 

Mr. Curtiss. The regional manager. 

Senator SALToNnsTaLL. Mr. Curtiss, one of the complaints that we 
get up in New England is that while you make the difference of 450 
ast of Mississippi, it is 350 west of the Mississippi. 

Mr. Curtiss. We have heard that a number of times. It is be- 
cause of the difference in population and the great difference in dis- 
stances. In the East, 30 miles is a great distance and in the West it 
is 300. 

Senator SALTONSTALL. Out in Idaho, where we have a distinguished 


Senator who is laughing now, he has greater distances to go than we 
have in South Carolina or in Massachusetts. 


COMPENSATION AND PENSIONS 


Senator Roserrson. What is the total of the House bill as com- 
pared with the revised budget? They added something. I want to 
see what they have taken off and then I want to see and call attention 
to the fact that they took off $253 million of disability payments 
which Congress is committed to make, and which this memorandum 
before us says will certainly be $180 million less than what we will 
actually pay. We may be under the revised budget, but we do not 
want to fool ourselves about what we are doing. 

Senator SatronstTaLu. I think that that figure was $240 million 
rather than $180 million. 


HOUSE REDUCTION OF COMPENSATION CLAIMS FOR DISABILITY 


Senator Ropertson. This memorandum before me says that of the 
$253 million-odd that the House cut off compensation claims for 
disability, certainly $180 million is going to exceed what the House 
allowed. I want to know how much, in order to make a showing, so 
to speak, the House cut off of this bill, and how much that the Veterans’ 
Administration did not ask for that they added to the budget? They 
cut off what the budget did ask for, and we will have to add it later 
Let us find out so that when we bring this bill to the floor we can be 
frank with the Congress and with the people in the fact that if we do 
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not put this $180 million back we face a deficiency appropriation to 
put it back. 

Mr. Sriruine. Senator, in the more detailed statement put into 
the record at the request of the chairman, there is a breakdown on 
the first page which shows the gross figures and then the difference 
between the House bill as passed by the House and the revised request 
of the original request. That statement shows that the original] 
request was for $4,574,214,664. 

Senator Rospertson. That is the Truman budget? 

Mr. Stiruine. That is right—the Truman budget. 

Senator Ropertson. All right. 

Mr. Srirumna. The revised request submitted to the Congress 
reduced that figure to $4,295,046,664. 

Senator Rossrrson. That was a cut of how much? 

Mr. Strrune. Approximately $279 million. 

Senator Roprertson. Thea what did the House do? 

Mr. Sriruine. Then the proposed House bill shows $4,008,335,664, 
or a difference of $286,711,400. 

Senator Ronertson. Below the revised budget? 

Mr. Striruine. That is correct, sir. 

Senator Ropertson. And of that amount of $286 million plus that 
they went below the revised budget, how much was from the com- 
pensation and pension appropriation? 

Mr. Sriruina. $253 million was a reduction in the ‘‘Compensation 
and pension”’ appropriation. 

Senator Ropertson. I wanted to get that in my mind where I 
could remember it. Of that $253 million that the House cut from 
the revised budget for compensation and pensions, you tell us that 
certainly $180 million of it will have to be paid? 

Mr. Stiruine. We believe that all of it will have to be paid, based 
on present trends of expenditures. 

Senator Rospertson. Why did you list $180 million? 

Mr. Wetts. They are allowing $180 million less for 1954 than we 
expect to spend in 1953. 

Senator SALTONSTALL. Let us not get confused. You told us that 
this figure on ‘‘Pensions and benefits’”’ was approximately $240 million 
under what you expected, and we passed in this fiscal year 1953, $237 
million for the same item. 

Mr. We tts. It is $240 million less than what we think we will need 
in 1954, and $180 million less than what we will spend in 1953. 

Senator Rospertson. You are indicating that without additional 
claims in Korean veterans, you are already paying out $180 million 
more than the House allowed you for this year. 

Senator SavTonstTaLL. Thank you, Senator Robertson. 

Senator SALTONSTALL. My next question deals with ‘Compensa- 
tions and pensions.’’ We have gone into that. I would just like to 
ask this question: If we give the money that is now allowed in the 
bill, which is $240 million less than you will require during the year, 
will that be sufficient so that no veteran will be unable to get his 
compensation when he is entitled to get it? 

Mr. Baker. That will be sufficient through the first 10 months of 
the year, Senator, and if we have the load, we might need a supple- 
mental to carry through the last 2 months of the next fiscal year. 
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Senator MaysBank. In other words, it is not enough money? 

Mr. Baker. In our opinion it is inadequate under existing law 

Senator Maynank. Under the law you have to have more money? 

Mr. Baker. Yes, sir. 

Senator MayBank. Would you mind saying how much more you 
need, under the law? 

Mr. Baker. Our estimate was that we needed a total of $2,500 
million which the House reduced. 

Senator MaysBank. And the law requires that you pay pensions in 
payments up to $2,500 million? 

Mr. Baker. That is right. 

Senator SALToNsTALL. The House figure is short $240 million. Let 
us not get mixed up on the figures. 

Senator MayBank. Would you give us the exact amount you need 
now to carry out the law? 

Mr. Baker. We believe, subject to variations, that it is $2,500 
million. We have in the House bill $2,246 million. 


MILITARY AND NAVAL INSURANCE 


Senator SALTONSTALL. What goes into the item of military and 
naval insurance which has been cut in the original budget, and the 
revised budget, and the amount the House allowed you? Why 
can you get along with so much less this year than last year? 

Mr. Breck. There is a carryover of about $3,500,000 from last 
year’s appropriation. This is a declining activity that pertains to 
the old war-risk term insurance in World War 1. Many of the claims 


now are becoming exhausted, the payments are running out, and it 
will from year to year require a lesser appropriation. 

Senator SALTONSTALL. Now, in the national service life insurance, on 
the other hand, you have given the full amount of the revised budget 
and that has gone up approximately $21 million from last year. 
What is the explanation? 

Mr. Beck. The principal cause of the increase is more deaths in 
service, due to the fact that we have the Korean hostilities. Those 
are claims. The appropriation required for that is in payment of 
the insurance, because of the extra hazard of military service, and it 
is just an increased number of such claims. They too are continuing 
claims, besides new ones being added. Those added this year will 
be continuing in that the majority are paid on a monthly payment 
basis. 

Senator SautTonsTaLu. That is also due to the Korean war? 

Mr. Beck. Yes, sir; very largely. 

Senator SALTONSTALL. Now, the servicemen’s indemnities. The 
House has given the full revised estimate of $18 million. That has 
gone up $8 million over last year. 

Mr. Breck. The servicemen’s indemnity is the so-called free insur- 
ance. That has been in effect since April 25, 1951. All men going 
into service now have this indemnity coverage, payable monthly over 
a 10-year period in the event of death. New claims added, plus 
those running for previous deaths since that date are involved. 
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TIME 





OF INDEMNITY COVERAGE 
Senator Kitcore. How long a period does that indemnity cover? 
Mr. Beck. Ten years. Do you mean payments to the benefiiciary? 
Senator Kircore. No. If a man goes into the service and does not 
apply for insurance himself, for how long does the indemnity insurance 
cover him? 

Mr. Beck. He is indemnified during service and for 120 days 
subsequent to discharge. 

Senator SALTONSTALL. Then the increase in all three of these items, 
national service life insurance, servicemen’s indemnity and veterans’ 
miscellaneous benefits, is an outgrowth of the Korean incident? 

Mr. Beck. I| cannot answer on the miscellaneous benefits, but that 
is true of the others. 


VETERANS’ MISCELLANEOUS BENEFITS 
Senator SALTONSTALL. May we have an explanation of the ‘‘ Mis- 
cellaneous benefits’’? 

Mr. Baker. That item, Mr. Chairman, covers paraplegic housing, 
among other things, housing for paraplegic veterans entitled to it 
because of their disabilities. It covers statutory burials for veterans 
of all wars. 

Senator MayBank. Under the law? 

Mr. Baker. Under the law, tuition, equipment and supplies for 
disabled veterans receiving vocational rehabilitation under either 
Public Law 16 or 894. 

Senator SatronsTaLuL. Those are miscellaneous benefits in the full 
sense of the term? 

Mr. Baker. That is right. 

Senator SaLronsta.Li. Now, what is the situation in regards to 
vocational rehabilitation and the total number of people now carried 
on the program? 

Mr. Stiruine. Mr. Coile? 

Mr. Cormz. Mr. Chairman, the vocational rehabilitation program 
is a program that provides training for disabled veterans, both of 
World War II and of service since the outbreak of the Korean hostili- 
ties. As of the end of May, there were still 23,340 World War LI 
veterans being provided with vocational rehabilitation. In addition, 
there were 4,221 such veterans of the Korean emergency who were 
being provided vocational rehabilitation training. For fiscal 1954 
there are estimated to be an average load of World War II veterans 
in such training of 16,500 and an average load of Korean veterans of 
13,600. In addition to these training loads, we of course have the 
readjustment benefits for World War II veterans and Korean veterans. 
It is of considerably greater magnitude in that those benefits are 
available to any man who had as much as 90 days’ service. 

Senator SALronsTALL. Of what does the average program consist? 
If a man having 90 days’ service asks for this program, what does 
he get? 

Mr. Come. A World War II veteran would be entitled to as much 
as 15 months of training, 1 year plus the period of his service. 
Senator SALTONSTALL. Going to some school? 
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KOREAN VETERANS 


Mr. Corte. That is correct. The law dealing with Korean veter- 
ans is on a different formula, based on 1% days of training to each 
day’s service. Therefore a man with 90 days’ service would be en- 
titled to 4% months. The training under Public Law 550 for the 
benefit of Korean veterans is anticipated to be 400,000. The grand 
total under all four laws is 670,100. 

Senator SALTONSTALL. Are there any questions on that? 

Senator Mayspanx. I would like to ask him who pays these people 

Mr. Corte. The Veterans’ Administration pays them. 

Senator MaysBank. I understand that, but that money is sent to 
the States in allotments, is it not? 

Mr. Coitz. Yes. There are two arrangements, Senator Maybank, 
under which States receive money. One arrangement is for the 
reimbursement of salaries and travel expenses of employees of the 
State who inspect and supervise schools and training establishments 
within the State. The other contract provides for tuition where the 
State provides the instruction. 

Senator MayBank. I understand that, but in some of this rehabili- 
tation program you have held back moneys due the States; have you 
not? 

Mr. Corte. Under the contracts for instruction. 

Senator MayBank. I want to tell the distinguished chairman here, 
who is a former governor—and I happen to have been a governor 
also—that I do not see how the Veterans’ Administration can charge 
a State with corruption at a high level without proving it, how it 
can blame some important official of a State for a veteran who signed 
a contract to go to school, and then did something else; perhaps he 
left a farm because it was raining that day he went to the city. Then 
you hold up the money of a State instead of taking it up with the 
veteran and doing away with his program. 

Mr. Odom wrote Governor Byrnes a long letter in which Mr. Odom 
said: 

However, I think we could agree with you that generally a State should be 
held liable in damages to the Government only for fraud or gross negligence 


HOLDING STATES RESPONSIBLE 


Now, you have held many States responsible. You have held the 
State of Mississippi responsible. I do not see how you can hold a 
sovereign State responsible and deduct Federal funds under the 
Constitution of the United States, because one veteran in one part 
of the State left the farm one day to go to the city, when the State 
had nothing to do with the paying of the money. The law says that 
the money is to go to the State. If in Massachusetts some veteran 
in Worcester went out and missed a day’s training, it might, in the 
end, be deducted from someone in Boston; or the same in West Vir- 
ginia it might be Wheeling or Charleston. I want to know what legal 
right you have to blame a State when the Solicitor, Mr. Odom, says 
“only for fraud or gross negligence”? How can the Governor or super- 
intendent of education of South Carolina, or of Virginia, West Virginia, 
Massachusetts, or Idaho, be a policeman for the people whom you 
employ through contracts with the Federal Government. If the 





212 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


State is wrong, the Federal Government ought to proceed, but when 
you make a contract with the State, unless it is gross negligence, I do 
not see how you can hold out money due it. I know that you agree 
with me and you must pay it. I want to see you issue an order 
correcting that or I am going to put in legislation, if my colleagues 
agree, to correct it. 

Mr. Core. I think that I can agree with you if the circumstances 
were as you described them. But the situation in which this arises 
is a situation in which the State agrees to provide instruction in 
accordance with the terms of the law. 

Senator MaysBank. I understand that the State agrees because you 
asked them to agree. They never came to you and asked you. Do 
not misunderstand me. I speak respectfully. I just mean that the 
States never proposed this program. The Congress proposed this 
program. ‘The law was passed in the Senate and in the House and 
signed by the President, and it was brought to the States for them to 
assist. How can anyone in Government employ take unto himself 
the belief that this Congress has the right to make claims against a 
sovereign State, unless it is for corruption or graft? 

If you go back to the Constitution of this country, and go back to 
what is believed in Massachusetts or in my State, we are only ambas- 
sadors from the States. They had to have a constitutional amend- 
ment to even have us elected. We were appointed by the Governor 
for years. 

Mr. Corie. Senator, may I describe a little more of the cireum- 
stances? 

Senator Mayspank. Go ahead. I have had this to contend with 


on several occasions. They had a lot of charges a few years ago 
which they found were unfounded. 

Mr. Corie. We entered into a contract with a school or in some 
instances with a State, whereby instruction is given on a statewide 
basis to students. 


CONTRACT PROVISIONS 


The contract provides for the school or the State to furnish the 
instruction in accordance with the requirements of the law and the 
terms of the contract. 

On the other hand, it provides for the VA to bear the cost of such 
instruction. 

There have been instances arise wherein employees of the State, 
that is, the teachers whose salaries are derived from funds being paid 
by the Federal Government to provide instruction, have been at least 
negligent enough to allow a certification made by the teacher that a 
man was pursuing a full-time course to be contrary to the facts, and 
based upon such certification money was paid by the Federal Govern- 
ment to a veteran who was not ac tually pursuing a course. 

It has arisen in some States, and in this particular case which the 
Senator mentioned, in connection with onfarm training—— 

Senator MaysBank. I do not want a misunderstanding about this. 
I am speaking about denying a State money. I think the truth 
about the thing is that the Veterans’ Administration has been un- 
willing to get after the veteran who did a wrong, or after the school- 
teacher who did a wrong, but simply deducts the money from the 
State and some innocent man who has been working and is entitled 
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to money suffers. ‘That is what it adds up to If vou take $100,000 or 
$200,000 from the State, that money is going to come out of some 
other veteran’s pocket. 

Mr. Corie. It would have to be paid back by the State under some 
circumstances, if it is so determined. 

Senator Kincore. If the State does not pay it back you are going 
to deduct from the money that goes to the State? 

Mr. Corr. Under the terms of that contract 

Senator Kincorr. That is what you do. Therefore vou take it 
from the people who are honest and honorable and are dome their 
work. You take their benefits, or whatever you determine to call 
them because some veteran who has been a bad actor has not been 
prosecuted, and some local teacher, not the superintendent, has been 
guilty of wrongdoing. ‘That is the substance of it? 

Mr. Come. I do not think that that is a matter of prosecution 

Senator Maypank. Well, you can cut him off from his allotment 
I come back to this one poimt, that if the State does not pay you back 
what you find that they owe vou through the negligence of some 
schoolteacher in some rural district, you deduct from the State that 
amount. Is that correct? 

Mr. Corr. The amount that the Federal Government has been 
damaged. 

Senator Mayspank. When you deduct that amount of money, 
some good fellow might suffer, who has done his best 

Senator Kingorre. May I ask a question to bring out something 
further on that? 

You were mentioning there a teacher who would certify that a 
veteram was a student, had attended classes, when the veteran had 
not attended, is that right? 

Mr. Core. That is right. 

Senator Kitcorr. When you pay money to the State, the State 
money is going to the schools to augment the salaries of the teachers 
who teach these things; is that right? 

Mr. Core. In this instance it was to pay the entire salary of the 
teacher. 

Senator Kircorr. Then the teacher becomes your employee. 

Mr. Corte. No, sir; they are employees of the State. 

Mr. Coir. We do not employ them. The State employs them. 

Senator Kitcors. That is the point that I am bringing out, because 
it has been brought up in regard to Navy matters and other things 

When we contract and pay the employee his salary and pay it to 
the agency that we contract with, is that not a weak system? We had 
a case of that recently, and Admiral Boone might be interested in this: 


RECENT CASE CITED 


The fire chief at Dutch Harbor was totally disabled. Unfortunately 
he was an employee of a private company and the Navy had contracted 
with that company to furnish the fire crew and they paid them. The 
private company ducked out on their liability insurance, and we, the 
Government, are up against it or this poor man is up against it. 

I sometimes think that when we are paying the total salary of an 
employee, he ought to be our employee and we could then, if necessary, 
punish him. 





214 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


Mr. Core. The first answer is that the Veterans’ Administration 
operates no schools. We do not provide any course of education. 

In respect to training on the farm, there are many States wherein 
the State itself operates the courses. There are other States in which 
we contract with local school districts or counties. 

Now, the situations that have given rise to the matter brought 
up by Senator Maybank are situations in States in which we have a 
statewide contract with the State. 

Senator MayBpank. The State does not appoint any schoolteachers 
in my State. 

Mr. Corn. I believe that in respect to teachers, they are on the 
State payroll and are employed and selected by the State, and | 
might say in respect to this, that the State moved very promptly. 

Senator Maypanx. You said that you were paying them. 

Mr. Cor.n. I said that we paid the State under contract. 

Senator Mayspank. The State has no right to employ teachers. 
That is a right for the school district. The Governor or the State 
superintendent in my State cannot say who the teacher will be in 
Columbia or Greenville, any more than I can say that as Senator. 
They are selected and employed by the school district. 

Mr. Corue. I do not know anything about the State law. 

Senator Mayspank. I know the law—I was the Governor. 

Mr. Core. In this particular instance I know that the State of 
South Carolina moved promptly and it resulted in the termination of 
services of 20 or 21 of these instructors. 

Senator Maysank. They do not want the sovereign State of South 
Carolina charged with corruption, the officials are honest. 

Mr. Corxe. I am not a lawyer and I have no opinion as to whether 
the State Board of Education had authority to enter into such a 
contract with the Federal Government or not, but they did enter 
into such a contract. 


WITHHOLDING OF STATE FUNDS 


Senator Kincorre. When a thing like that happens and, shall we 
say, 3 or 4 or 5 or 6 or7 or 8 of these teachers do that, do you with- 
hold the entire amount of the money to be paid to the State, or just 
the proportionate amount that would reimburse the malingerers? 

Mr. Cone. Just the amount of money that has been ‘improperly 
paid. 

Senator Maysank. But that is withheld from the whole State, 
not from the people who received it improperly. Is that not a fact? 

Mr. Corus. Well, it is a statewide contract. 

Senator Maypank. Therefore the money is withheld from the 
State and everyone in the State is a sufferer for the one who did a 
wrong. That is the point that I am bringing out. I do not see why 
any Tom, Dick and Harry should cause the State to lose money. 
The substance of what I asked you was: If you held the entire 
amount of money to the State because somebody who did a wrong 
or some teacher who did a wrong from the total appropriation of the 
State, ian the State generally would suffer, and those who are doing 
good or doing right would have their money lessened. In other 
words, ‘if you cut $50,000 out of South Carolina the people in Colum- 
bia and Greenville might lose because of someone in some other 
section. 
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Mr. Core. | suppose it is on the legal theory that the principal 
is liable for the damages caused by one of his employees. 

Senator Maysanxk. One of whose employees? You say that you 
pay them. 

Mr. Corte. No; I say that the State pays them and our contract 
with the State is to pay so much for instruction. 

Senator MaysBank. But the State cannot pay them because we 
have school districts. The superintendent of education or the 
Governor of South Carolina has nothing to do with appointing a 
teacher in Greenville. It is the same in Mississippi. 


WEST VIRGINIA SYSTEM 


Senator Kincore. | think that you probably have the same system 
that we have in West Virginia, in which the money was paid into the 
State superintendent of schools, who disbursed it to the boards for 
certain types of training, and in other places, where they had voca- 
tional schools, the VA made contracts directly with the schools, but 
where they did not have those vocational schools, but had vocational 
departments of schools, that money was turned over to the State 
superintendent of schools and he in turn gave it to the county board 
of education to spend in the schools. Is that not correct? 

Mr. Corte. We have both types of arrangements 

Senator Maysank. And you have a different type for Korean vet- 
erans, than for World War II veterans? 

Mr. Coins. There is a different point 

Senator MaysBank. I do not want you to misunderstand me, Mr 
Coile. I know that you signed a contract recently, and my State, 
wants to do what is right. Several Senators have talked to me about 
this, Mr. Chairman, because I happened to have been chairman last 
year. I was trying to bring out the point of the sovereignty of a 
State, and the thought of a Government agency in Washington, 
appropriated for and negotiated for by ambassadors of the State, 
withholding money from a sovereign State because of someone doing 
wrong in one section of that State. 

Senator SaLronsTaLL. To put it in a little different language, as I 
listen to this discussion which is now new to me, what Senator May- 
bank and Senator Kilgore are saying, as I interpret it, is, why does the 
Federal Government not police its own dirty business, rather than put 
it up to the State governments to police it? 

Mr. Come. That is an interesting observation, Senator, but actually 
the situation that gave rise to this difficulty is that we entered into 
the contract with the State. 

Senator MaysBank. Which was the first State that you cut? Was 
it Mississippi or Tennessee? Which was the first one? Iam not here 
to talk for South Carolina. I am here speaking for the general prin- 
ciple of States’ rights. 

Mr. Corte. We had a situation that was not entirely parallel in 
Mississippi, in which employees of the State, teachers who were em- 
ployees of the State and veterans 

Mr. Opom. Wait a minute. 

Mr. Corire. My counsel tells me 

Mr. Opom. J am willing to explain the situation in legal terms, but 
I do not want to get into factual matters. Those matters are pending 
in the courts, and J am sure that the Senator would agree 
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Senator MaysBank. I would never ask you to go into any factual 
matter pending in the courts. 

Senator SatronsTaLu. Are there any questions on this subject? 

Senator Mayank. I have a few more. 

Senator SALTONSTALL. Why do we not complete this subject now, 
or do you thirk it would take quite a little time? 

Senator MayBaNnK. I think it would take quite a little time. 

Senator SaLronsTaLu. Let us recess, and we will continue on this 
subject at 2 o’clock. 

(Whereupon, at 12:45 p. m. the committee recessed until 2 p. m, 
of the same day. 


AFTER RECESS 


CONTRACT 





WORK WITH STATES 


Senator SALTONSTALL. The committee will come to order. 

Senator Maybank was asking some questions relative to the contract 
work in the States of the Veterans’ Administration. Senator May- 
bank, will you continue your questioning? 

Senator Maybank. Senator, I only want to say this, Mr. Odom 
wrote the Governor a letter, which I ask unanimous consent to have 
printed in the record. I know there will be no objection. In this 
letter Mr. Odom stated: 

However this may be, I think we could agree with you that generally a State 
should be held liable in damages to the Government only for fraud or gross 
negligence. 

I would like to ask Mr. Odom if the State of South Carolina has been 
grossly negligent. 

Mr. Opom. Mr. Chairman and Senator Maybank, I am glad the 
Senator is asking the question. I know that every Senator, not only 
those who are here but all others who are not here, would be interested 
in the general proposition which is a very nice question, as we lawyers 
sometimes say, concerning as it does the relationship of one of the 
sovereign States of the Nation with the Nation itself. It is a very 
complicated question and certainly the Veterans’ Administration, as [ 
think any governmental agency would, wants to be correct on whatever 
it, does. 

Senator Maysank. But the leading question is, Mr. Odom, and 
you wrote this 
Mr. Opom. May I lead up to that, sir? 

Senator MaysBank. Yes. 


CONTRACTS ON ADJUS 





STABLE BASIS 


Mr. Opom. We make various contracts with States. Some of 
those contracts, as this one in South Carolina, are on what we call an 
adjustable basis, meaning by that that we agree with the State upon 
paying a certain amount of tuition, based upon either actual or esti- 
mated costs, such as the salaries of teache rs, the cost of supplies, and 
things of that nature. If, at the end of the contract period, it is found 
that the rate was too high, and that the State has received more money 
than it should have received, then that is recovered, that surplus is 
recovered. If it turns out that the rate is too low 
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Senator MaysBank. How is that surplus recovered? 

Mr. Ovom. It is recovered in 1 or 2 ways, Senator, either by paying 
back in cash, and that is usually not the way, or by lowering the rate 
for the next contract period so as to absorb that surplus. If there isa 
deficit, in other words if the State has expended more money in teach- 
ing or training these eligible veterans than the contract rate gives 
them, then the Veterans’ Administration pays that either in cash or 
by an increase in the rate in the next period so that in the ultimate it 
will iron out and there will be neither surplus nor deficit. 

. 

That contemplates, of course, only the bona fide cost of instruction. 
In some instances, simple errors have been made, whereby a State 
has been overpaid, maybe anywhere from a thousand dollars to several 
thousand dollars. Those matters will always be adjusted in an 
amicable way, in a businesslike way, by offsetting or by taking them 
into consideration in the next contract period so that we come out 
even in the long run. 

But in a few instances there have been situations arise, and of course 
we are not going to get into the actual facts because in some instances 
those facts are being litigated at the present time or will be in the 
future. 

Senator Maypank. Is this executive? 

Senator SALTONSTALL. It is an open meeting 

Mr. Opvom. I can say what I need to say. 

Senator SALTONSTALL. It is an open meeting. 

Senator Maypank. I was just going to suggest if Mr. Odom wanted 
to say anything 

Mr. Opom. I can say what I need to say. 


Senator MaysBank. All right, go ahead. 

Mr. Opom. But in every instance, in that sort of a situation, we 
cannot adjust the matter under the surplus-deficit because there has 
been either a breach of contract, whereby the State, as an institution 
giving the instruction has charged us for 

Senator Maysank. How does the State give these instructions? 


EXPLANATION OF STATE CONTRACT 


Mr. Opom. Maybe I better explain that. The contract is with 
the State at a stated price to give this instruction and the contract 
spells out exactly what the State shall do. In some States, the State 
organization, which is usually the superintendent of instruction or a 
comparable officer, farms that out either to the counties or to the 
school districts, and pays the counties or the school districts as the 
case may be the cost of providing the teachers, the supplies, and 
things of that nature. 

The contract calls for them to give a certain amount of instruction 
under certain specified conditions. If they do not give the instruction, 
but they submit vouchers and the State officers submit these vouchers 
and swear to them being correct, if they submit vouchers which 
causes us to pay them money which the State is not entitled to, then 
under the laws of the United States, the Budget and Accounting Act 
of 1921 as amended by the accounting act of 1950, requires ultimately 
that that matter be settled by the General Accounting Office 
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SETTLEMENT BY GAO 


If the State, as any other contractor, owes the Government money, 
then it is up to, in the long run, the General Accounting Office to 
make that settlement. In the meantime, in the ordinary contract, 
not with the State but with the private firm, or individual, the rules 
of the General Accounting Office require that any amount owed to 
the Government under the contract must be collected by the agency 
before it pays out any other money under the contract. And in fact, 
any one of our certifying officers who would certify a voucher to be 
paid by the Treasury Department when the contractor owes us money, 
could be held liable by the General Accounting Office for having 
certified that voucher. 

Senator Maypank. The General contractor, if I may say, goes 
into business to make money from the Government, and a State 
does not. 

Mr. Opom. I am wholly sympathetic. 

Senator Maysank. You said that in substance. 

Mr. Opom. I want to say what we are up against. 

Senator Maysank. That is what I want to know. 

Mr. Ovom. We have to make some kind of a settlement with these 
States eventually or else we have to pass it over to the General 
Accounting Office, and we do not like to pass the buck. We have 
never caused any State yet to stop giving this instruction by with- 
holding funds. But we have entered into agreements whereby 

Senator Maypank. Mr. Chairman, if the Solicitor does not mind, 
I want to thoroughly agree that he has not done that. But I am 
trying to make a record here. 

Mr. Ovom. I want to make a record, too, 

Senator MaysBank. You have settled these claims in Mississippi, 
Tennessee. 

I started to ask him a while ago about his troubles in Mississippi. 
I know all about them, all of those secret records. But that is one 
thing you could never find out in South Carolina. What was the 
trouble? The »y said they could not tell. 

Mr. Opvom. They have the records now. 

Senator Maysank. I know, they have them now but it is only since 
a recent date. 

Mr. Opom. There is one thing I want to say, because we are making 
a record here, and I want it to be correct, as the Senator does, we do 
never charge up against the State or attempt to collect from the State 
anything which we can collect from somebody else. We collect from 
these veterans where they are responsible, either by withholding other 
benefits or by collecting by judgment, if necessary, and of course, when 
we do that we do not charge that up to the State. 

We cannot collect from the teachers or other State officials because 
we have no privity of contract with those individuals. ‘Therefore 
we would be out of court instantly if we would attempt to collect from 
the teachers who were in back of this. We are faced with an act 
of Congress, section 7 of Public Law 610 of the 81st Congress, if I 
have it correct, which says that any institution which fraudulently 
or negligently fails to report absences or discontinuances of training 
on the part of veterans may be held liable by the Administrator not 
for just the tuition, but for the subsistence which that causes the 
Veterans’ Administration to pay that veteran or those veterans. 
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CLAIM AGAINST SOUTH CAROLINA 


And a good part of this claim against the State of South Carolina, 
which is not liquidated at all or even agreed upon, does consist, part 
of it, a minority part of it, of tuition which we paid which we should 
not have paid. But it was paid upon the certification of the State 
officials that the training has been given. A major part of it con- 
sists—— 

Senator MaysBank. I was speaking about the farm program. 

Mr. Opom. This is the farm program. The major portion of it, 
the rest of it, consists of subsistence allowance which we paid the 
veterans. 

Senator MayBpank. What about Mississippi, Tennessee, and the 
other States of the Union? 

Mr. Opom. It is the same situation, exactly the same situation, 
although there were variances and differences to the factual matter 
Now, we think when we get the evidence before the State officials, 
and they have not all gotten it yet, that there will be no great diffi- 
culty in agreeing as to what is the amount of the Government’s valid 
claim. However, when the State goes to pay that, if it does pay it, 
the State is up against the question of getting the money and maybe 
some kind of constitutional limitations. 

Senator MaysBank. That is constitutional. 

Mr. Opom. That is why I wanted to point out you have a very 
serious complicated question here involving the intergovernmental 
relations between a State and the Nation. 

Senator Mayspank. Mr. Chairman, I am so glad he said that. I 
am not glad, but 1 am so sure he is absolutely right in that. That 
was the thing that had me worried. 

You wrote to the Governor of South Carolina, and some others, 
and I will not go into that, that you believed a State should not be 
made a party of a suit unless it could be proven as fraud or negligence. 

Mr. Ovom. We are never going to sue a State. Suppose we got 
a judgment against the State. Unless the State legislature saw fit 
to appropriate to pay it, it would not be paid, of course, except that 
the General Accounting Office would take it out of any other funds 
going to the State. 

Senator Mayspank. Not the General Accounting Office, because 
you can go further in to prosecution of those who have been responsible. 
I do not see why some people in the State should suffer for other 
people’s wrongdoing. 

Mr. Ovo. I agree with you on that. 

Senator Mayspank. I am glad you do. 

Mr. Ovom. We have reported any case—— 

Senator MayBaNnK. I am not charging any negligence to you. 

, is a question of the law. 


REPORTS TO DEPARTMENT OF JUSTICE 


Mr. Opvom. Understand, Senator, we do not have the authority 
to prosecute. We report those to the prosecuting office, the De- 
partment of Justice. 

Senator Mayspank. The Department of Justice has the right, 
does it not? 
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Mr. Opom. Surely. , 

Senator Mayrank. Then why do they not prosecute the people 
who have done wrong? I hope you do. 

Mr. Ovom. I hope they will. They do prosecute when they have a 
good case, but that does not recover any money. 

Senator Mayrank. No, not to take the money out of the State 

Mr. Opvom. We still have the problem of how we are going to settle 
this with the State. I have a great admiration personally and other- 
wise for Governor Byrnes. 

Senator Mayrank. Get this straight now. I was the chairman 
of this committee. This came to me not from Governor Byrnes to 
start with. 

Mr. Ovom. I repeat I have great admiration for Governor Byrnes 

Senator Mayrank. I am glad you do. But I do not want this to 
drag into a South Carolina case, because I feel in my heart it is not. 

Mr. Opom. It is a nationwide program. But legislation which 
simply says, if it should state, that we could not collect from a State 
except for fraud, would mean that we could not carry out the agree- 
ments we have with the State to pay them, to settle these surpluses 
and deficits, and to make other adjustments which legally and every- 
body would want us to make, including the States themselves 

Senator Mayrank. I do not know about that. You wrote Gover- 
nor Byrnes: 

However this may be, I think we could agree with you that generally a State 
should be held liable in damages to the Government only for fraud or gross negli- 
gence, 

Mr. Ovom. Did I not add there, Senator 

Senator Maysank (continuing) : 


But at the same time we assume that a State would not refuse to make good 
on its contract. 


I ask for the whole letter to be printed. 
Senator SALTONSTALL. Without objection. 
(The letter referred to follows:) 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., May 20, 1953. 
Hon. James F. ByRNEs, 
Governor of South Carolina, Columbia, S. C. 


Dear GOVERNOR Byrnes: Your letter of May 14, 1953, addressed to Carl R. 
Gray, Administrator of Veterans’ Affairs, has been assigned to the undersigned 
for necessary action. Prior to his departure from the city General Gray indicated 
his desire that the matter be amicably adjusted, and stated positively he will 
gladly proceed with the appointment of a committee as desired by you, to co- 
operate with your designee or designees in determining the factual situation and 
consequently the amount, if any, of the Government’s claim against the State. 

With regard to resort to judicial determination, it is the policy of the Veterans’ 
Administration not to resort to such procedure unless all reasonable administra- 
tive efforts fail. In addition, assuming that a judgment were secured, the same 
problem with respect to availability of appropriations to pay the claim would 
still exist. It is understood that prompt payment of amounts owing the State is 
desirable, if indeed not necessary, in order that the program may continue. This 
can be accomplished as it has been done with other States by means of an agree- 
ment such as is embodied in the attached copy of a similar agreement entered into 
with another State. I believe the terms thereof are fully explanatory and need 
not be repeated here. 

With respect to your request that the committee make available to the super- 
intendent of education of your State the names of trainees on whose account 
funds are being withheld, and the evidence believed by them to justify such 
withholding, the Veterans’ Administration has heretofore supplied you, it is 
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understood, with the names of all veterans and State emp] ‘Ss apparel 

involved; however, if the list of veterans is not available the ter: Admi 

tration is willing to make such information available thr h rer of 
the regional office at Columbia, except as to information, if any, supplied under a 
pledge of secrecy. I am sure you must agree that any such confidences must be 
respected. However, since the names of all veterans in training were a matter 
of public record with the State officials there is nothing in the Federal statute 
or our regulations which will prevent furnishing you with a list of the said names 

With respect to vour suggestion for amendatory legislation, I am sure your 
representative will find that quite a number of State officials did connive with 
the veterans to defraud the Government In fact, | am informed that largely 
for such reason a number of such representatives have beet oved from thi 
employment rolls of the State or permitted to resigi This was chiefly ir 
County. In other localities overpayments occurred, as also in some cases it 
Dillon County, because of gross negligence of the State teacher However this 
may be, I think we could agree with you that generally a State should be held 
liable in damages to the Government only for fraud or gross gligence, but at 
the same time we assume that a State would not refuse to make good its contract 
liabilities. 

In view of General Gray’s expected return sometime next week, will you advise 
him as promptly as convenient whether the foregoing arrangements are agre¢ 
able to and approved by you 

Very truly yours, 
Epwarp | 


CONTRACTUAL OBLIGATION 


Mr. Opom. I think this is a contractual obligation rather than one 
sounding in tort. That is what I am trying to say 

Senator SALTONSTALL. Have you anything more? 

Senator MayBank. Yes. I was wondering why this amendment 
that I had given the House could not be appropriately put on this 
bill, to make certain where ” stand. 

Mr. Ovom. As I said, my fear on this is that the legislation, any 
legislation, which would say = the Veterans’ Administration or any 
other agency could not collect from the State except on the basis of 
fraud, that then we could not collect the items having no fraud in- 
volved but contractual matters which ought to be collected. 

Senator MayBaNK. Suppose I amended it to have contractual. 
You said fraud or contractual agreements. 

Mr. Opom. Generally speaking, our claims fall under contract, 
although there may have been fraud involved in connection with the 
rising of the claim under the contract. 

Senator Maysank. I only wish you had notified us of the fraud 
because I would have been the first one on the site. I have been a 
Governor of a State and so has Senator Saltonstall. 

Mr. Opom. I am not pointing at anybody. 

Senator MayBank. | did not suggest that, because there are a lot 
of States involved. Unless something is done, Mr. Chairman, if I 
may say so, respectfully, to Mr. Odom, of whom I| have the highest 
regard, do not misunderstand me, unless we put something in here 
how are we going to know who the next Veterans’ Admimistrator might 
be and as to how he will interpret the rules, and the General Account- 
ing Office. I am just worried about the whole thing from a State 
standpoint. 

Senator SALTONSTALL. Senator Maybank, would it be to your 
advantage—to carry out your point—to let the Solicitor study that 
amendment and perhaps modify it and come back to you and then 
we can put that into the record and consider it in executive session? 
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Mr. Opom. There is one thing more I would like to say, sir, and 
that is that the number of these claims, where we have made agree- 
ments that we will not withhold the money but we will pay the money 
and we will settle the claims later, a number of those involve no fraud, 
no question but one of business conduct whatsoever. 

Senator SALTONSTALL. That is why I said what I did. 

Mr. Opom. This would preclude us from making that collection. 

Senator SALTONSTALL. Why do you not sit down and modify that 
language? 

Senator Maysanx. I am only friendly to the Veterans’ Adminis- 
tration. I only want justice. But I am really strongly a believer in 
States rights and everything that goes with it. I have been Governor 
of my State and he has been the Governor of his State. I do not 
want to see any prerogative of the State taken away by the Federal 
Government. You might not be here tomorrow, and I might not be 
here myself. It does not matter to either of us, but 1 am trying to 
establish a law here that will serve a good purpose. 

Senator SaALTonsTaLu. | think if you will sit down and perhaps 
study that, Mr. Odom, and even if you did not get it into the record 
today, if you discussed it with Senator Maybank and got it into the 
record before we close the record, which will be after Friday, it will be 
satisfactory. 

Mr. Opom. I will leave it with the record when we correct it. 

Senator SALTONSTALL. Study it and look it over and see what you 
can do with it. The Chair will be glad to consider it at executive 
session. 

Senator MaysBank. Mr. Chairman, I have another meeting, if it is 
agreeable with you, at 3 o’clock, which I promised to attend. 1 request 
that this be placed behind the chairman’s questions. I had a few 
questions here that the former administrator, Mr. Gray, had written 
in answer to the Governor of South Carolina. I would appreciate a 
comment on them by Mr. Stirling or I imagine they can be answered 
by the legal department. I would appreciate it if that could be done 
so that if I wanted to make any comment when we met in executive 
session it would be done. I ask unanimous consent that that be done. 

Senator SALTONSTALL. Without objection, then the questions that 
Senator Maybank wishes to be put into the record will be put in at 
this point, that is, at a proper place in the record, and Mr. Stirling, 
you will, through the proper officer, furnish the answers for those. 

Mr. Stiruina. | will be glad to. 

(The information requested follows :) 

Question. Was the interim issue (February 27, 1952) the first attempt to 
define ‘‘full time’’ of the veteran? 

Answer. Yes, so far as we know, full time had never been interpreted or spelled 
out. 

Question. Were there any States where off-the-farm employment existed where 
any refund to the VA was waived when the interim issue was released to the 
States? 

Answer. Yes; the VA found that off-the-farm employment existed in Mississippi 
and planned to charge the State with an overpayment, but when the interim 
issue was released the matter in this State was dropped and no claim was made 
against the State for either tuition or subsistence. 

Question. Where schools or the State fail to notify the VA that a veteran had 
discontinued this training, can the VA charge the State with both subsistence 
and tuition? 

Answer. Yes; this has happened in South Carolina and a few other States; 
however, in Florida the same thing was done but the amount deducted was not 
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shown on the cost data submitted by the State to the VA for contract purposes 
and it resulted in the State repaying the VA with its own funds 

Question. In States where off-the-farm employment was found, has any State 
been permitted to take the necessary action to either interrupt the veteran or 
cause the veteran to discontinue such employment without the State being 
charged tuition and subsistence for the time the veteran was employed off the 
farm? 

Answer. Yes. In Virginia State officials were permitted to either interrupt 
the veteran or cause him to cease his employment, but in no case has the VA 
charged the State with tuition and subsistence. 

Question. Are there any States where off-the-farm employment existed, where 
the State was not charged for tuition, but the subsistence was charged directly 
the veteran? 

Answer. Yes; this occurred in a few cases in Alabam: 

Question. Were there anv States where off tne-larni ¢ mpioyment exist d, and 
the State was liable for both subsistence and tuition but refused to refund any 
money to the VA after which the amount claimed by the VA was waived? 

Answer. Yes; this occurred in North Carolina. 

Question. Did the VA conduct any investigations in States finding irregularities 
for which they made no claim against the State? 

Answer. Yes; an investigation was made by the VA in one county in Tennessee 
and the Tennessee Department of Education was shown an aduit which showed 
VA interpreted irregularities in the veterans training due to disregard of instruc- 
tional patterns, which reflected a figure of $200,000 subsistence and tuition. As 
yet no claim has been filed by the VA with the State of Tennessee requesting the 
refund of this amount. 

It is believed that a misunderstanding has arisen concerning the origin of the 
above questions and answers. It is not found that the questions were submitted 
to the Veterans’ Administration by the State of South Carolina or that the reported 
answers were given by the Administrator. Actually the Veterans’ Administration 
is not able to associate the list of questions and answers with any communication 
received or dispatched. 

As requested, the Veterans’ Administration’s position in respect to each question 
is given below. 

Question. Was the interim issue (February 27, 1952) the first attempt to define 
“full time”’ of the veteran? 

Answer. Prior to Emergency Interim Issue EM 7-5, February 27, 1952, there 
was no published interpretation of “full time of the veteran’’ inasmuch as it was 
considered that the language of the law was clear as to the intended meaning. 
When it became apparent that some misunderstanding existed among both 
veterans and schools respecting the requirement of the law, LM 7-5 was issued 
for the purpose of correcting this misunderstanding and to provide to veterans 
and the schools an opportunity to correct any situation which was not in compli 
ance with the law. 

Question. Were there any States where off-the-farm employment existed 
where any refund to the Veterans’ Administration was waived when the interim 
issue was released to the station? 

Answer. EM 7-5 does not require that overpayments be established agai 
the school or the veteran or that a liability be established against the instituti: 
or State solely because off-the-farm employment existed. This principle is 
equally applicable to periods prior and subsequent to the issue date of EM 7-5 
However, where the veteran was not operating a farm or the institution otherwise 
failed to furnish the instruction required by law, it is clear that the school or the 
State as appropriate had no authority to certify the veteran as a trainee whose 
course met the requirements of the law. Accordingly, as to any veteran enrolled 
in institutional on-farm training who did not operate a farm or for whom the 
institution otherwise failed to furnish instruction but 1 
continued in enrollment by the schoo! (or State), the se} 
to liability for the amount of the tuition paid for services n nde 
the amount of the subsistence allowance thus caused | » school : 
to be improperly paid to the veteran unless the overpayments of such subsistence 
allowance were collected from the veteran involved or were waived in his behalf 

Question. Where schools or the State fail to notify the Veterans’ Administration 
that a veteran had discontinued his training, can the Veterans’ Administrati¢ 
charge the State for both subsistence and tuition? 

Answer. Yes. Section 7, Public Law 610, 8list Congress, 


rn 
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“In any case where it is found that an overpayment to a veteran of subsistenc: 
allowance (which overpayment has not been recovered or waived) is proved in a 
hearing before the committee on waivers of the appropriate Veterans’ Adminis- 
tration regional office to be the result of willful or negligent failure of the schoo 
to report, as required by applicable regulation or contract, to the Veterans’ 
Administration unauthorized or excessive absences from a course, or discontinu- 
ance or interruption of a course by the veteran, the amount of such overpayment 
shall, at the discretion of the Administrator, constitute a liability of the schoo] 
for such failure to report, and may be recovered by an offset from amounts other- 
wise due the school or in other appropriate action: Provided, That any amount so 
collected shall be reimbursed if the overpayment is received from the veteran.”’ 

Further if the school (or the State) charged the Veterans’ Administration tuition 
for a veteran after the veteran had discontinued his training, the school (or the 
State) would be liable for the amounts collected for services not rendered. 

Question. In States where off-the-farm employment was found, has any State 
been permitted to take the necessary action to either interrupt the veteran or 
cause the veteran to discontinue such employment without the State being charged 
tuition and subsistence for the time the veteran was employed off the farm? 

Answer. Yes. The directive of February 27, 1952 (EM 7-5) made provisior 
for continuing the veteran’s training if the Veterans’ Administration received 
a notice within 30 days from March 31, 1952, that such employment had been 
terminated or for discontinuing training on March 31, 1952, if such notice was 
not received. In such cases no overpayments were established against the veteran 
because of the off-the-farm employment except in those cases where it was shown 
that the veteran was employed full time off the farm and then only for those 
periods during which the full time off-the-farm employment existed. As men- 
tioned above, the school (or State) that contracted to furnish instruction was not 
held liable for the payments unless it is established that the veteran was not 
operating a farm or that the school (or State) as appropriate failed to furnish 
the instruction required by law. 

Question. Are there any States where off-the-farm employment existed where 
the State was not charged for tuition but the subsistence was charged directly 
to the veteran? 

Answer. Yes. Such action was in conformity with the provisions of the 
directive of February 27, 1952, EM 7-5, unless it was shown that the veteran 
was not operating the farm or that the school (or State) as appropriate otherwis« 
failed to furnish the instruction required by law. 

Question. Were there any States where off-the-farm employment existed and 
the State was liable for both subsistence and tuition but refused to refund any 
money to the Veterans’ Administration after which the amount claimed by the 
Veterans’ Administration was waived? 

Answer: It has been emphasized that liability of the school (or State) as appro 
priate is not established on the simple fact that a veteran was engaged in off-the- 
farmemployment. Toour knowledge there has been no case wherein the Adminis- 
trator has exercised his discretion to fix liability on the part of a school (or State 
and has later changed his decision and relieved the school of such liability 
Recovery from the veteran or a waiver in respect to the veteran automatically 
relieves the school (or State) of liability under the law. 

Question: Did the Veterans’ Administration conduct any investigations in States 
finding irregularities for which they make no claim against the State? 

Answer: Yes. Many of the irregularities found were not of a nature that 
established a liability on the part of the school (or State). 

The emergency interim issue, EM 7-5, dated February 27, 1952, to which 
reference is made in the above questions and answers follows: 
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VETERANS’ ADMINISTRATION 


WASHINGTON 25, D. C. 


FEBRUARY 27, 


EMERGENCY INTERIM IssuE (EM 7-5) 


A. BASIC ADMINISTRATIVE ISSUE AFFECTED 


VA Regulations 10109 and 10413 
VA Manual M7-4, Part I, paragraphs 6a (15) and (28 


B. OTHER ISSUES AFFECTED 


None 
C., REASON FOR ISSUE 
The provisions of paragraphs 11 (c) 1 ¢ and 11 (ce) 2 b, Part VIII, Veteran 
Regulation No. 1 (a), as amended, require that an approved course of institu 
tional on-farm training, i. e., the operation of the farm together with the group 
instruction part of the course, will occupy the full time of the veteran Any 
time devoted to other remunerative employment not directly connected with the 


course of training is restricted to that amount of time which does not impede or 


interfere with the pursuit of the ap} roved course It has become apparent t 
the Veterans’ Administration that some misunderstanding exists among bot 
veterans and schools respecting this requirement of the law. In order to correct 
this misunderstanding and to give the veterans and the schools an opportunity 
to take any corrective measures which may be required to insure full compliance 
therewith, the following clarification of policy and accompanying procedural 
instructions are published for observance by ail regional offices in the proces 
of cases presently on hand which involve employment other than in the pi 
of the veteran’s course of institutional on-farm training. Additionally, t 
of veterans whose subsistence allowance has been discontinued or whose 
of training have been discontinued on the basis of reports submitted on VA Fo 

} 


7-1922a will be reviewed and action taken consistent with these procedures 


Procedural instructions are also provided for processing those cases in whic 
employment contrary to established policy is engaged in subsequent to the 1951 


calendar year. 


} 


D. TEXT OF EMERGENCY INTERIM ISSUE 


1. Policy with respect to remunerative employment other than in the pursuit of the 
course 

(a) Regular full-time remunerative employment or substantially full-time 
remunerative employment other than the conduct of the veteran’s institutional 
on-farm training program is prohibited. Employment on a substantially full- 
time basis is defined to mean employment in excess of 250 hours during any 
period of 60 consecutive days. Any employment, other than the conduct of the 
veteran’s institutional on-farm training program, which exceeds a maximum of 
180 hours during a 12-months’ reporting period, or a pro rata part thereof wher: 
the reporting period encompasses less than a full calendar year, whether sucl 
employment is performed on an occasional, irregular or part-time basis, is pro- 
hibited. 

(b) Occasional, irregular, or part-time employment whi 
maximum of 180 hours during a 12-months’ reporting period, or which does not 
exceed a pro rata part thereof where the reporting period encompasses less than 
a full calendar year, is presumed to impede or interfere with the veteran’s pursuit 
of his farm training program. However, this presumption may be rebutted if 
the instructor finds and certifies (giving reasons for conclusion) to the Veterans 
Administration that the veteran’s pursuit of his course has not been interfered 
with or impeded. 

(c) Day-for-day exchange of labor for farming operations when performed in 
accordance with the farm practices of the community and then only to the extent 
permitted by the school is considered to be labor in connection with the conduct 
of the veteran’s farm training program and will not be regarded as remunerative 
employment. 


i l not exceed a 


2. Procedures 


(a) Procedures to te followed in those cases in which employment during the 1961 
calendar year has been reported to the Veterans’ Administration.—(1) In any case 
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where a veteran is employed in full-time or substantially full-time remunerative 
employment, it is apparent that the veteran is not pursuing his course in a manner 
which would permit the payment of subsistence allowance. Accordingly, the 
veteran’s subsistence allowance will be discontinued effective as of the date such 
employment commenced. The veteran and the school will be informed that the 
veteran’s subsistence allowance has been discontinued and the reasons therefor, 
and they will be further informed that the veteran’s training status will be dis- 
continued within 30 days from the date of such notice unless the veteran termi- 
nates his employment and the Veterans’ Administration receives a certification 
from the veteran and his instructor that such employment has been terminated 
and that the veteran elects to continue his institutional on-farm course of training 
in conformity with this provision of the law. Where the veteran terminates sucl 
employment and elects to continue his course of training, subsistence allowance 
may be resumed but not earlier than the day following the date the veteran 
terminated such employment. Where the veteran does not terminate such 
employment, discontinuance of training status will be accomplished effective as 
of 30 days from the date of the above-referenced notice to the veteran and the 
school. 

(2) In any case where a veteran was engaged in full-time or substantially 
full-time remunerative employment within the reporting period but discontinued 
such employment prior to the end of the reporting period, action will be taken to 
discontinue subsistence allowance for the inclusive period or periods of such 
employment. The veteran and the school will be informed of this action and the 
reasons therefor, and will be further informed that subsistence allowance will not 
be resumed after March 31, 1952, unless the veteran and his instructor submit a 
certification within 30 days from the date of notice thereof that such employment 
has not been resumed and that the veteran elects to continue his course of in 
stitutional on farm training in conformity with this provision of the law. Where 
the veteran has not resumed such employment and elects to continue his course of 
institutional on farm training, payment of subsistence allowance may be resumed. 
Where the veteran does not meet the requirements whic} 
of the payment of subsistence allowance the veteran’s training status will be dis- 
continued effective as of 30 days from the date of the above-preferenced notice 
to the veteran and the school. 

(3) In any case where the veteran is or has been engaged in occasional or 
irregular or part-time employment which exceeds 180 hours during a 12 months’ 
reporting period, or a pro rata part thereof where the reporting period encom- 
passes less than a full calendar vear, the veteran and the school will be informed 
that subsistence allowance will not be resumed after March 31, 1952, unless the 
veteran terminates such employment and the Veterans’ Administration receives 
a certification from the veteran and his instructor within 30 days from the date 
of such notice that employment has been terminated and that the veteran elects 
to continue his institutional on farm course of training in conformity with this 
provision of the law. Where the veteran terminates such employment and elects 
to continue the pursuit of his institutional on farm course of training the payment 
of subsistence allowance may be resumed, Where the veteran does not meet 
the requirements which would permit resumption of the payment of subsistence 
allowance, discontinuance of the veteran’s training status will be accomplished 
effective as of 30 days from the date of the above-referenced notice to the veteran 
and the school. 

4) In any case where the veteran is or has been engaged in occasional or irreg- 
ular or part-time employment which does not exceed a maximum of 180 hours 
during a 12 months’ reporting period, or a pro rata part thereof where the report 
ing period encompasses less than the full calendar year, no action with respect 
to this employment will be required except as prescribed in subparagraph D2a 
(5) immediately below. It is considered that compliance with the procedures 
outlined in paragraph D 3 below will provide adequate notice to the veterans 
and the schools as to the requirements which must be satisfied if such employ- 
ment is continued during reporting periods subsequent to the 1951 calendar year. 

(5) In any case where a veteran engaged in occasional or irregular or part- 
time employment as specified in subparagraphs 2 a (3) and (4) above, the amount 
of compensation from such productive labor will be considered in determining the 
rate of subsistence allowance to which the veteran was entitled during the appro- 
priate calendar year. Where the veteran engaged in full-time or substantially 
full-tiz remunerative employment, the compensation from such productive 
labor is not for consideration in determiuing the rate of subsistence allowance to 


‘ 
{ 


1 would pe rmit resumption 
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which the veteran was entitled during the appropriate calendar year since s 
sistence allowance is discontinued for the period or periods of such employment. 
(6) When the veteran’s training status has been discontinued under the circum- 
stances stated in paragraph 2 a hereof, such interruption will not be regarded as 
having been caused by a reason which normally would cause interruption 
student within the meaning of VA Regulation 10035 (C 
(b) Procedures to be followed in processing cases in which employment contr 
to established policy ts engaged in subsequent to the 1951 calendar year.—(1 
case where a veteran engages in full-time or substantially full-time remur 
employment, action will be taken to discontinue subsistence allowance ef 


I menced, and to discontinut 


as of the date such em] rent cor 


training status effective ¢ f the end of the month in which 


continue subsistence allowance is effected. The veteran ar 
informed of this action. 

(2) In any case where a veteran engages in occasional, ir 
employment which exceeds a maximum of 180 hours during a | 
ing period, or a pro rate, part thereof where the reporting period encompasses 
than a full calendar year, subsistence allowance will be discontinued eff 
of the end of the month in which sucl employ! ent exceeds the may 
hours or exceeds the pro rata part thereof where the reporting period e1 
less than a full calendar year The veteran’s training status will be discontinu 
effective as of the end of the month in which the action is taken to discontinue 
subsistence allowance. The veteran and the school will be notified of t 

(3) In any case where a veteran engages in occasional, irregula 
employm«¢ nt which does not exceed a maximum of 180 hours durir 
reporting pe riod, or a pro rata part thereot where the reporting 
passes less than a full calendar year, the veteran and the school 
that the veteran’s subsistence allowance will not be resumed after 
the current calendar year unless within 30 days from such notification 
structor finds and certifies (giving reasons for conclusion) to the Veterar 
ministration that the employment has not interfered with or impeded the veteran 
pursuit of his farm training program. Where these requirements are satisfied 
the payment of subsistence allowance may be resumed. Where the requiré 
ments for resumption of payment of subsistence allowance are not satisfied, the 
veteran’s training status will be discontinued effective as of 30 days from the date 
of the above-referenced notice to the veteran and the school. 

(4) In any case where a veteran engaged in occasional or irregular or part 
time employment as specified in subparagraphs D 2 b (2) or (3) above, the 
amount of compensation from such productive labor will be considered in deter- 
mining the rate of subsistence allowance to which the veteran was entitled during 
the appropriate calendar year. Where the veteran engaged in full-time or sub- 
stantially full-time remunerative employment as specified in paragraph D 2 b (1 
above, the compensation from such productive labor is not for consideration in 
determining the rate of subsistence alllowance to which the veteran was entitled 
during the appropriate calendar year since subsistence allowance is discontinued 
effective as of the date such employment was commenced 

(5) Where the veteran’s training status has been discontinued under the cir- 
cumstances stated in paragraph 2 b hereof such interruption will not be regarded 
as having been caused by a reason which normally would cause interruption by 
any student within the meaning of VA Regulation 10035 (( 


8. Distribution 

a. Regional offices will promptly forward to all sel ls furnishing institutior 
on farm training to veterans sufficient copies of this direc to insure that eacl 
instructor may be provided with a copy. Central ‘ vill provide all regional 
offices with a sufficient supply to accomplish this purpose. Schools wil 
requested by the regional office to inform all veteran-trainees of the policy 
scribed herein, and of the action which will be taken by the Veterans’ Admini 
tion upon reports of noncompliance therewith. 


O. W. CiarK, Deputy Administrator 


Senator SaALronsTaLL. Now, Mr. Stirling, I would like to ask you 
three more questions and then take up the amendments that the 
House put in so as to discuss those. 

Senator MayBank. Before we get through with this, | want it 
distinctly understood because of the many complaints that have come 
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? 





to me about this legislation, unless the amendment is agreeable to 
me, I am going to introduce a bill to have it -eferred to Senator Millikin 
and Senator George. I do not want to preclude myself from doing 
that. 

Mr. Ovom. That would be general legislation anyway. 

Senator Sauronstay. Of course. This would be general legislation 
that would have to come in on a two-thirds vote. 
Senator MayBANnK. I am sure we can get that. 
MAJOR 


ALTERATION AND 





REPAIR 








Senator SatronstaLL. Now, Mr. Stirling, I call your attention to 
major alterations and repair. I do note that both the revised budget 
and the House gave no money for this item. Have you any comment 
on that? Assume that you have a hospital and the roof is leaking, 
or we will say that you want a new stove or a new refrigerator or 
something of that kind in a hospital. How are you going to do it? 
Does that eliminate all repair money? 

Mr. Stirua. I am informed, Mr. Chairman, that we expect to 
have remaining at the end of the fiscal year, $6,250,000, which I 
understand will be available for that purpose. 

Senator SaLronsTALL. Do you mean money carried over in the 
amount of $6,250,000? Will that be sufficient to take care of any 
major repairs that may occur? 

Mr. Sriruina. I would like to have Colonel Dryden, our assistant 
Administrator for Construction, answer that. 

Mr. Drypen. Mr. Chairman, we have two funds from which the 
items that you mentioned are financed. One is the maintenance and 
repair program for running maintenance and repair. That covers 
the replacement of the stove and the minor repairs. The program 
which you refer to is the major maintenance and additions and 
improvements to the facilities, 

It is true that we have no funds appropriated this year. 

Senator MayBANK. Do you mean you have no funds remaining 
from this appropriation? 

Senator SALTONSTALL. They have $6,250,000 carried over. 

Mr. Drypen. The maintenance and repair fund, is an annual 
appropriation. 

Senator MayBank. Why did you not use the $6.5 million you 
used last year? 

Ir. Baker. That is under the appropriation “Major Alterations 
Improvements and Repairs.” 

Mr. Drypen. Yes, major alterations and improvements, which is 
nonyear money. There is a carryover from the 1953 appropriation. 

Senator Maysank. Will that be sufficient? 

Mr. Drypen. The entire amount that we have, from previous years 
in the Hospital and Domiciliary Facilities appropriation also will 
amount to some $20 million. 

Senator Mayspank. Do you mean you have $20 million carried 
over? 

Mr. Drypen. Which is our nonyear money—$20 million available 
for expenditure in that program. We had included in our estimates 
for 1954 an additional $20 million which was cut out. 
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CARRYOVER OF FUNDS 


Senator SaLtronstaLu. Let us clear this up, if we may. There is an 
item here called major alterations and improvements and repairs. 
There is no money allowed by the House and no money in the revised 
budget. There is an item of $6,250,000 carried over in that item. 
That is for major alterations, improvements and repairs. As I under- 
stand it, under the word of maintenance in the operation of your hos- 
pitals, in the operation of your domiciliary facilities, and in the opera- 
tion of your supply depots, you have money for maintenance for re- 
pairing the roofs and putting in new stoves and soon. Now how much 
money have you in each of those accounts set aside for that purpose, 
and how much in the carryover’ 

Mr. Baker. Mr. Chairman, for the operation of hospitals and oper- 
ation of domiciliaries, there is in the 1954 figure before the committee 
approximately $10.5 million at the present time. 

Senator SALTONSTALL. In both of them? 

Mr. Baker. That is right. That is not carried over from year to 
vear. So that will only be available during the 1954 fiseal year. 

Senator SaLronstaLL. What does this gentleman mean by saying 
there is $20 million carried over? 

Mr. Baker. He is referring to the “Hospital and domiciliary facili- 
ties’”’ appropriations for major betterments and additions 

Senator SaurronsraLL. Do I understand instead of $20 million there 
is $6 million? 

Mr. Baker. There is $6,250,000 in the item of major improvements 
and repairs. There is in the item above it approximately $20 million, 
I believe. 

Senator SaALTronstTauu. That is for liquidation of contract authority? 

Mr. Baker. The item preceding that. 

Senator SALTONSTALL. Hospital and domiciliary facilities. Out of 
the $48,867,000, how much is there for repairs and so on? 

Mr. Baxer. Not in the $48,867,000. There is nothing. That is 
new construction, completely. But that is continuing nonyear appro- 
priation, and there are balances from funds available at the present 
time in the approximate amount of $20 million. 

Senator SALTONSTALL. $20 million? 

Mr. Baker. | think that is correct. 

Senator SaLronsrauLu. And that would be available for fixing up 
any hospital? 

Mr. Baker. Major additions only in that case, that have already 
been planned, approved, and probably started in a number of cases. 

Senator SALTONSTALL. So you have a carryover in that fund, in 
that account you have a carryover of $20 million. Then you are ask- 
ing this year, or the House has put in $48 million for two new hos- 
pitals and an additional wing. 

Mr. Baker. That is correct. 

Senator SALToNSTALL. But that $20 million you have there would 
be available for major alterations in any of your current hospitals? 

Mr. Baker. That is correct, if those alterations have had Budget 
Bureau and Presidential approval. 
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CONGRESSIONAL 





APPROVAL 


Senator MayBank. How about congressional approval? In other 
words, we are giving you $68 million to do what you want with it, 
except for the two hospitals that are earmarked, Kansas and Cali- 
fornia, is that right? 

Mr. Baker. That is correct, sir. 

Senator MaysBank. In any of these other accounts is there any 
money carried over for maintenance and operation? 

Mr. Baker. No, sir. Those are the only two appropriations that 
are carried forward for construction. 

Senator Maysank. Why do you not use the money you have with- 
out asking for any new money for these other hospitals? You have 
$20 million, why not use it. How long did you say it has been staying 
here? 

Mr. Drypen. It was in 1953 budget. We get the money and design 
during the current year and build in the next year. 

Senator MaysBank. It was distinctly understood in the last year 
that one of those hospitals was to be in California. 

Mr. Drypen. May I make a statement concerning the new 
hospitals? 

Senator SALTONSTALL. No; let us stay away from the new hospitals 
fora moment. May I ask this question: In this item of $548 million 
for the maintenance and operation of hospitals, how much of that is 
budgeted for repairs and maintenance? 

Mr. Baxer. In the neighborhood of $10 million Mr. Chairman, 
for normal painting, normal repairs, and such as that. 

Senator SavronsTauu. Are there any funds carried over for mainte- 
nace and operation and repairs beyond the funds that you have 
mentioned? 

Mr. Baker. None, sir. 

Senator MayBank. So there is $6,250,000 available in your altera- 
tion account? 

Mr. Baker. That is right, sir. 

Senator SaLTronsTaLu. And there is approximately a new $10 million 
in your maintenance and operations of hospitals. 

Mr. Baker. In the new appropriation. 

Senator SALTonsTaALL. And how much in the maintenance and 
operation of domiciliary facilities? 

Mr. Baxer. In the neighborhood of $500,000 to $600,000, I 
believe. 

Senator Sarronstatn. So you have approximately ten million 
five in your maintenance accounts, plus $6,250,000 in your alteration 
accounts? 

Mr. Baker. That is right. 

Senator SALTONSTALL. And you have in addition to that $20 million 
carried over in the new construction account? 

Mr. Baker. That is right. Major additions and improvements. 
Senator Mayranxk. That is exclusive of the new hospitals? 

Mr. Baker. That is correct. 

Senator SaLtronsTaLL. I think I understand. 
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HOSPITALS AND DOMICILIARY FACILITIES 


Then if there is not further question on that, I would like to ask 
this question: That is why I held it up. Hospital and domiciliary 
facilities. The Eisenhower budget did not call for any construction 
Last year the Senate committee cut out all the construction, but in 
conference two new hospitals were put back. The House this year, 
we have already discussed, has put in two more new hospitals and an 
additional wing in another hospital as new construction. Will you 
be able to build those two new hospitals and that new addition, assum- 
ing the Senate goes along with that, for the $48,867,000 available? 

Mr. Drypen. Yes, sir. 

Senator SALTONSTALL. And in addition to that $48 million, you 
have another $20 million up your sleeve, so to speak, for other addi- 
tions in present hospitals? 

Mr. Drypen. The $6 million and $20 million are earmarked for 
specific projects, subject to the approval of the Pre mais nt. So it is 
not in principle a discretionary fund. 

Senator Mayrnanx. 1 think we ought to stop ecarmarking 
these funds. 

Senator SALTonstTauL. That is all earmarked for special work? 

Mr. Drypen. Special projects. 

Senator MaysanKk. But the Congress does not earmark it. The 
Veterans’ Administration, can you do what you want to with the 
money? 

Mr. Drypen. We get a list approved for specific projects. 

Senator MaysBank. Who approved them? 

Mr. Drypen. The President. 

Senator MayBank. The President does not have time to do all of 
that. Who does it? 

Mr. Drypen. The President actually signs the approval himself. 

Senator Maysank. But who does it? 

Mr. Drypren. The Bureau of the Budget. 

Senator Mayspank. We have already gone into the question of 


}) 


doctors, nurses, and so on with Dr. Boone. 


NEW HOSPITAL EMPLOYEES 


Dr. Boone, you have told us that you believe that with the addi- 
tional money for operation and maintenance, you will have new 
employees to man the hospitals that will come in during 1953, and 
be prepared to get still further trade help for these two new hospitals; 
is that correct? 

Admiral Boonsz. I think you meant, Mr. Chairman, 1954, did you 
not? 

Senator SALTONSTALL. Yes, sir. 

Admiral Boons. Yes, sir; because of the location of these hospitals, 
particularly these two new ones. The one in San Francisco has a 
large population to draw on for manpower of all categories required, 
and in Topeka, which is a replacement hospital, there we have the 
manpower already because it is just a replacemeat, and we are not 
having too much difficulty getting it there. I might say about 
Topeka, I have inspected most of the hospitals in the United States, 
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162, and I do not know one that is in such a deplorable and dilapidated 
condition as that in Topeka. 

Senator MaysBank. | want to ask Mr. Dryden a question, because 
I have been around listening to this for years and years 

Senator SatronsTALL. You have been studying it? 

Senator MaysBank. I have tried to make a study of it. As I 
understand, if a boiler broke, we will take in the hospital at Salisbury, 
N. C., you could not put a new boiler in there without getting permis- 
sion from the Budget? 


Mr. Dryprn. That is true, unless we had our normal maintenance 
money 

Senator Mayspanxk. I am not suggesting that. In other words, 
then, if you wanted to make an improvement, if a boiler blew up 
tonight in Salisbury, N. C., or some hospital in Massachusetts, or 
Idaho, or South Carolina, you could not do one thing without getting 
permission from the Bureau of the Budget? 

Mr. Drypen. There is a little leeway that we got in the agreement 
last year, in that the Administrator has a right to substitute not 
exceeding 15 percent of the funds by changing the projects and 
reporting his action back. 

Senator Maysank. But in substance, if boilers blew up in 6 or 8 
hospitals in the United States tonight, under the Veterans’ Administra- 
tion you would have to go to the Bureau of the Budget? 

Mr. Dryven. Yes. 

Senator Maysanxk. How long does that take, with the sick people 
in there? 

Mr. Drypen. Off the record, please. 

(Discussion off the record.) 

Mr. Dryven. I would, Mr. Chairman, just like to 

Senator MayBank. I will withdraw the question. You could not 
tell how long it would take. I just wanted to show in the record that 
the Veterans’ Administration here, with all of these millions we appro- 
priate, and I am always glad to help them, have no authority whatso- 
ever to run your own hospitals except through these ramifications 
that where if anything serious happened, you would have to go to the 
Bureau of the Budget in the absence of Congress. Am I] right i in that? 

Mr. Drypen. In relation to these construction items; yes, sir. 

Senator Maysank. That is what I wanted. 

Mr. Drypen. Yes, sir. 





TOPEKA HOSPITAL 


Mr. Chairman, may I just follow what Admiral Boone said there for 
a moment, that this Topeka Hospital is not a new hospital, we are not 
bringing in any additional beds through the construction. That is a 
hospital that was built in 1941, in the wartime emergency construction. 
With the chairman’s permission, I would like to read one paragraph of 
a report that has been received as to the conditions there. It will 
only take a second. 

Senator Maysanx. Where is the hospital? 

Mr. Drypen. Topeka, Kans. 

This hospital was constructed by the military as a wartime emergency. There 


are more than 200 one-story buildings most of which are interconnected with 
enclosed corridors. The first 120 buildings were completed and ready for occu- 
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pancy in 120 days. Their erection was continuous, 24 hours per day, 7 day 
a week from September to January. Most of the work was done during sub- 
freezing weather, during rains and sleet and in snow. The quality of work was 
secondary. 

Senator MaysBanxk. Who is responsible for doing all of that? 

Mr. Drypen. This was emergency construction during the war by 
the War Department. 1 have photographs here of the physical con- 
dition which I think the committee 

Senator Maysanx. Why could you not use some of the $20 million 
to fix it up? 

Mr. Drypen. This needs replacement as an entirety. In 1945 
and 1946, we were authorized to buy additional land adjacent to 
this property upon which to build a new hospital, subject to the 
availability of funds for construction. That item has been carried 
in our budget. The land was purchased and acquired in 1946. But 
this is the first time that this item has been presented to this com- 
mittee. 

Admiral Boonr. May I supplement that, as I have been there 
rather recently. 

As explained to Senator Maybank, it is a wartime construction, 
wooden-barrack type with connections, flat roofs, leaks badly, the 
plumbing is going to pieces, the floors are sinking, and I have never 
seen where any mental patient is so badly cared for as there. It is 
most deplorable. 

Senator SALToNsTALL. Without objection, we will put into the 
record a statement by Senator Edward Martin and a statement by 
Senator Frank Carlson. The clerk will see that those go into the 
proper place in the record. 

(The statements referred to follow:) 


I am appearing before you to support the request of the Veterans’ Administra- 
tion for an appropriation to build a new and permanent VA hospital plant at 
Topeka, Kans., to replace the temporary, dilapidated and uneconomical buildings 
in which its present neuropsychiatric hospital is now operating there. I hope you 
will understand that I am speaking to you, not as a representative of a single 
State, but on behalf of sick and disabled veterans everywhere and in the interests 
of true economy. 

Winter VA Hospital was established in Topeka in 1946, for the care and treat- 
ment of mentally ill veterans from Kansas, Missouri, Oklahoma and surrounding 
States. It was located in Topeka in order to take advantage of the fact that 
Topeka is one of the leading psychiatric centers of the United States, and the 
home of the world-renowned Menninger Foundation. 

The wisdom of the VA’s decision to locate this neuropsychiatric hospital in 
Topeka has been demonstrated by the ability of Winter Hospital to attract and 
maintain an adequate and highly qualified medical staff. More psychiatrists 
apply for positions at Winter Hospital than can be accepted. This can be con- 
trasted with the extreme difficulties met by the VA in staffing many other of its 
hospitals, particularly those remote from established medical centers. 

Not only has Winter Hospital provided treatment to over 30,000 veterans from 
Kansas, Missouri, Oklahoma, and surrounding States, since January 1946, but it 
serves as the Veterans’ Administration’s—and the Nation’s—largest training 
center for psychiatrists. 

From the start, it has been evident to the VA that the physical plant of Winter 
Hospital is utterly inadequate. This plant was hastily built by the Army in 1942, 
as a temporary hospital designed to last 5 years. It consists of over 200 one-story 
buildings connected by approximately 3 miles of corridors and ramps. This 
arrangement is a bottleneck in the efficient treatment of patients, requiring far 
more personnel than would be needed in a modern permanent-type hospital. 
Poor design and flimsy materials require inordinately large appropriations for 
maintenance and repair. Corridor walls, for example, have been braced inside 
and out with heavy timbers to prevent them from falling. Tiled sewer lines 
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crack frequently and sewage floods under the ward buildings where 
housed and treated. Plumbing pipes and fixtures of wartime 
rapidly and require constant maintenance and repair. Four 


patients are 
materials rust 


separate old- 
fashioned kitchens do a job which a single modern one could do better. 


A normal program of preventive maintenance is made impossible by the rapid 




















deterioration of the hospital buildings. It is only a question of a few years 
before the entire hospital will become completely unserviceable, despite the most 
diligent and costly efforts to keep it in repair. And a new hospital will be several 





years under construction. 

Already hundreds of thousands of dollars have been used to maintain, replace 
modify, remodel, and otherwise attempt to adapt this temporary Army Hospital 
to continuous use by the Veterans’ Administration. But even the expenditures 
of millions more cannot make Winter Hospital the kind of place it should be to 
take the best possible care of mentally sick patients at reasonable economic cost. 

A new hospital was authorized by Presidential order in 1947. Approximately 
$400,000 was appropriated by Congress in 1948 for the purchase of a site for a 
new and permanent hospital plant. This land has been purchased and is now 
standing idle. It is essential that it be used as soon as possible for the construc- 
tion of a new modern, efficient hospital plant to carry on the splendid and most 
sorely needed work of Winter Hospital in Topeka. 

I recognize full well—as do you all—the very great need for Federal economy 
at this time. I could not support the expenditure of funds for this hospital 
essential as I believe it to be for the treatment of veterans in the area which I 
represent—if I did not believe that it would result in an important saving to the 
taxpayer. Ihave already pointed out the high costs of operating and maintaining 
the present plant. But there is another, greater saving to be made. 

Mental illness is the Nation’s costliest health problem. It is costly because in 
most cases we spend our money for custody and not for treatment—for care and 
not for cure. Many patients who could be cured and returned home in a few 
months or a year, with early and adequate treatment, are obliged to waste their 
lives—and the taxpayers’ dollars—as permanent “inmates” of public hospitals. 

Every time a single patient is discharged from a mental hospital in which he 
might otherwise have spent his lifetime, thousands of dollars are saved. But to 
cure patients, it takes doctors and there are in the United States less than one- 
third of the psychiatrists who are needed. As the largest training hospital in the 
Veterans’ Administration, Winter Hospital is the chief source for professional 
manpower to enable other VA hospitals—some of them standing idle for lack of 
psychiatrists—to give better treatment to mentally sick patients and to cure 
them more surely and more quickly. This is real economy. 

To carry on this important and cost-saving work, a new hospital plant is ur- 
gently needed for Winter VA Hospital in Topeka before the old one becomes 
altogether beyond repair. I urge your support of this appropriation. 




























































































































































UNITED STATES SENATE, 
COMMITTEE ON FINANCE, 
J une 24. 1963. 








Hon. LEVERETT SALTONSTALL, 
Chairman, Inde pe ndent O fluc es Subcommittee of the 
Senate Appropriations Committee, 
The Capitol Building, Washington, D. ¢ 

DEAR SENATOR SALTONSTALL: I appreciate the notification from Mr. Cooper 
of the committee staff about the hearings on the Veterans’ Administration appro- 
priation. You will remember that I wrote to the committee last month, request- 
ing time for myself and members of the American Legion, department of Pennsyl- 
vania, to testify. 

When the Veterans’ Administration appropriation was before the House Appro- 
priations Committee, I appeared in support of funds to provide adequate hospital 
accommodations for veterans in the Philadelphia area. I also appeared before 
the Senate Appropriations Committee, earlier in the session, when the supple- 
mental appropriations were before you. In fact, my efforts in this respect have 
been continuous since last July, when the Veterans’ Administration began eur- 
tailing hospital beds for veterans in Philadelphia. 

The House committee report on H. R. 5690 indicates that these efforts have 
been fruitful. The House, in addition to increasing all medical, hospital, and 
domiciliary funds, has restored funds for contract hospitalization, and identified 
Philadelphia as 1 of 3 areas in which contract hospital services should supple- 
ment Veterans’ Administration facilities. 
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It will also be noted that the House committee has dealt with funds for admin- 
istration, medical, hospital, and domiciliary services on a program-by-program 
basis, rather than as a lump sum. This was a direct answer to our suggestion 
that a lump-sum appropriation in the past had allowed too much discretionary 
action to the Administrator, in the allocation of funds and application of cutbacks 
The breakdown in the present bill gives us an opportun ity to scan administrat 
costs in relation to programs, and to place emphasis where emphasis is neede 

Inasmuch as the bill now contains funds for the necessary hospital beds in th 
Philadelphia area, and direction has been given for the use of the lesser expensiv« 
contract beds at the naval hospital, I do not want to take up the committee’s 
time with a further presentation 

Attached is a copy of the statement made by me before the House Appropria- 
tions Committee for reference, and I urge the committee to support the f 
which the House has approved for medical and hospital purposes, and in partic 
for the restoration of contract hospital services to meet the serious shortage i 
the Philadelphia area. 

At the same time, I wish to assure the committee that representatives of the 
American Legion Department of Pennsylvania and tand ready to answer 
any questions, or present further information should the committee so desire 

With kindest regards, I am 

Very sincerely, 
EDWARD MARTIN. 

Senator SALTONSTALL. Now, if we may go back, and this is perhaps 
repeating what we said this morning, I would like to get it clear and 
in one place, if I might. 


ADDITIONAL EMPLOYEES 


The House budget gives you approximately 7,000 more employees. 
There are at the present time 2,300 beds available in present day hospi- 
tals. That will take 2,300 of these 7,000 employees leaving 4,700 new 
employees. If I am incorrect in any of these statements, please 
correct me. 

Now, you have new beds coming in this year in the fiscal year of 
1954 from the new hospitals that will be completed in what number? 

Admiral Boons. The number of personnel? 

Senator SALTONSTALL. No, the number of beds. You gave us that 
figure this morning. 

Admiral Boone. Net all hospitals, 7,657 new beds. 

Senator SALTONSTALL. Seven thousand what? 

Admiral Boone. 7,657. 

Senator SALTONSTALL. So you have 2,300 beds, 7,657 beds, and then 
you have new hospitals being construc ted this year that will give you 
2,500 beds in addition to that, is that correct? 

Admiral Boonr. They won’t be in commission this year. 

Senator SALTONSTALL. No, that is correct. 

Senator Maysank. They are being constructed, though. 

Senator SALTONSTALL. So that would give you, when that program 
is completed, 12,457 new beds. Now, this Topeka kospital which is 
in such poor shape, and you are going to eliminate that, how many 
beds will that eliminate? 

Admiral Boonr. There is a transfer from old to new, Senator. 

Senator SatronsraLu. That is what I] mean, transfer from old 
new. How many beds are going to be eliminated in that transfer? 

Admiral Boonr. May we look that up, Senator? 
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SERVICE HOSPITALS AVAILABLE TO VA 


Senator Maypank. Mr. Chairman, there is another thing I think 
we ought to have in connectioa with these beds. How many beds in 
the Army, Navy, Marine, and Air Force hospitals are available to 
the Veterans’ Administration for their use? 

Admiral Boonr. Did you ask on Topeka alone? 

Senator SALTONSTALL. It is my understanding from the colonel here, 
your building man, that this Topeka building was not really due, it was 
a transfer. Now, how many beds are you going to eliminate when 
you put in the new facility? 

Admiral Boons. From 1,250 operating beds to 1,000 sir; 250 beds. 

Senator SatronstTa.Lu. Two hundred and fifty beds? 

Admiral Boone. Yes, sir. 

Senator SatronstauLu. Then if my figuring is correct, you will 
have, when this program is completed, 12,207 new beds; is that 
correct? 

Admiral Boonr. That is approximately correct, sir. 

Senator SALTONSTALL. And of those you will have 10,000, approxi- 
mately, this year? 

Admiral Boone. That is correct, sir. 

Senator SaALTonstaLL. And now you are going to have 4,700 new 
employees that will come into those facilities to take care of those 
10,000 new beds; is that right? 

Admiral Boone. Well, to start the activation and to activate as 
we build up on a staging basis. 

Senator SALTONSTALL. But theoretically, at the end of the year, 
we will say, or when you are operating fully, if the beds are all occupied, 
you will be short almost 5,000 employees, based on your percentages? 

Admiral Boonr. That is approximately correct, sir. 

Senator SaLTonsTaALu. So that in another year theoretically at 
least, we would have to increase the number of your employees by 
5,000 more beyond the 7,000 that we are putting on this year? 

Admiral Boone. Approxim: ately, yes, sir. 

Senator SaLronsTaLL. And then in addition to that you would 
have 2,500 new employees for these two new hospitals that will 
only get started this year? 

Admiral Boonr. No, a Topeka they will utilize those employees. 

Senator SALTONSTALL. All right, call it 2,000 then. 

Admiral Boone. They will be staffing the new hospital at San 
Fransisco with new acquisitions of personnel. At Topeka we will 
utilize the pomnne that are there. 

Senator SaurronstaLL. That is right, but you have two new hos- 
pitals and ‘additions. 

Admiral Boonr. Topeka is a replacement, sir, so we will use the 
same personnel. 

Senator SaLTonsTALL. You have a replacement at Topeka, and you 
have a new hospital at San Francisco, and you have an addition down 
in Houston. 

Admiral Boonr. Two hundred and fifty beds; yes, sir. It will take 
about 1,250 personnel, sir, new personnel over and above what we 
would have. 

Senator SatronstTaLL. New personnel, 1,250 over and above the 
new 7,000 you are getting this year? 
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Admiral Boonr. That will take care of San Francisco and the addi- 
tions at Houston. 

Senator SALTONSTALL. That is the mimimum addition? 

Admiral Boons. The minimum; yes, sir. 


FURTHER DISCUSSION OF VA USE OF SERVICE HOSPITALS 


Senator SALTONSTALL. Senator Maybank calls to my attention the 
question of how many Army, Navy, and Marine Corps hospitals is 
being operated by the VA now. 

Admiral Boonr. We are not operating them, but we have a certain 
number of beds allocated for veterans. 

Senator SALTONSTALL. How many beds have you in those? 

Admiral Boonr. Nine hundred and seventy. 

Senator SALTONSTALL. And they are being operated by the services? 

Admiral Boone. Yes, sir. The per diem is fixed by the Bureau of 
the Budget and we reimburse them. 

Senator SALTONSTALL. Dr. Boone, would you furnish for this record 
on inquiry by you how many vacant beds there are in the United States 
of the Army, Navy, and Marine Corps? 

Admiral Boonr. The Marine Corps utilizes Navy hospitals. 

(The following information on vacant hospital beds has been 
received from the armed services: 


ARMY 


As of the end of April 1953 the Army had 30,302 operating beds in continental 
United States with the patients’ census of 25,590, of which 21,774 occupied beds 
This represents an occupancy rate of 72 percent which is normal or sligt 
normal for this season of the year. Included in these totals is a bed allotment 
of 285 for VA beneficiaries. As of the end of April, there were 394 VA bene- 
ficiaries in Army hospitals in continental United States 

The limiting factor in utilization of medical facilities in the Army is personnel, 
particularly professional personnel. ‘The current utilization for doctors is barely 
sufficient to provide care to the current patient load and further reductions in 


medical officer authorizations are being made. It, therefore, follows that 
4 


tlv above 


\rmy does not have adequately staffed facilities at present for utilization 
patients other than those currently authorized for such care. 

NAVY 
A summary of the planned patient load is as follows: 


Active duty Navy and Marine Corps patients 
Combat casualties ; 


Total, Navy and Marine Corps patients_- 


Less Navy patients in noncombat facilities: 
In Army hospitals 
In Air Force hospitals : . 
In VA hospitals 4 : ; 
In Public Health Service hospitals_ __- 
In civilian hospitals 


Total__- _- Jae 


Total Navy and Marine Corps patients in naval hospitals....... 14, 598 
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NAVY—continued 


Add supernumerary patients in naval hospitals: 


Army eU2 OSE pee sbavak gee : 330 
VO a eee e. i J é 125 
Dependents ‘i : daddies ntl aattetlln seit 1, 681 
Veterans : J . ne 185 
tetired 525 
Other : 210 






Total supernumerary patients in naval hospitals 


Total patients in naval hospitals . 17, 954 


Number of Army, Air Force, and VA patients report estimates of these agencies 
requirements were developed under the aegis of the Assistant Secretary of Defense 
(health and medical). 

In order to care for the planned patient load of 17,954, operation of 21,545 beds 
is planned in naval hospitals. Additional bed spaces totaling 5,078 are available, 
of which 4,062, or 80 percent, may be utilized for patients on a daily average basis 
during fiscal year 1954. The operation rate of 80 percent is normal to operation 
for geographical distribution and segregation by diagnoses and sex of patients 
In order to care for the increased patient load of 4,062, additional staff personnel, 
both military and civilian, beyond those provided for in this budget would be 
required. ‘The additional medical officers would have to be secured by resorting 
to Public Law 779. Induction of doctors to care for nonmilitary patients is 
controversial 


AIR FORCE 
No information requested since only beds outside the continental limits of the 
United States are used. 

Senator Maypank. I want to say this, if the Senator will permit 
me to do so: I just meant this overlapping of hospitals. 

Admiral Boonsg. I want to explain that at one time we had worked 
out an interchange of patients. 

Senator Maypank. But you still have vacant beds in those hos- 
pitals? 

Admiral Boonr. Yes, sir. 

Senator Maysank. After all, who is the Army and Navy, except 
the veterans themselves, if the law can be worked out. That is what 
I am trying to bring out. 

Admiral Boone. We have authorization from the Bureau of the 
Budget for so many beds in Army, Navy, and Public Health hospitals. 
The Bureau of the Budget has written the Administrator of Veterans’ 
Affairs that they expect us to hospitalize practically all veterans in 
VA hospitals when the building program is comple ‘ted. We still feel, 
Mr. Chairman, the desirability of having a certain number of veteran 
patients in Army, Navy, and some Public Health hospitals and we 
will request an allocation for 1954. In the House bill, it makes pro- 
vision for about 1,840 beds in Federal hospitals. 

Senator MayBpank. Admiral, why do they not let you put the 
veterans in those hospitals? I hate to talk about South Carolina, 
and I know my distinguished friend, the Senator from Massachusetts 
will forgive me, but I know that situation personally. You know the 
Beaufort Naval Hospital. You were a distinguished officer of the 
Navy when that was built. That hospital has not been filled. The 
Charleston Navy Yard has not been filled. I dare say the same 
thing, Mr. Chairman, is happening in your State, if you looked at it. 
I don’t see why you should have vacant beds just to be kept back 
with the overhead of a hospital and not fill them up. But you 
do admit there are vacant beds in the hospitals? 
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REQUEST TO SECRETARY OF DEFENSE FOR BED UTILIZATION 


Admiral Boonr. Yes. Mr. Chairman, the Administrator of 
Veterans’ Affairs has to request the Secretary of the Defense for bed 
utilization in hospitals in and under bis jurisdiction 

Senator MaysBank. I think vou ought to have them. 

Admiral Boonr. And the number requested will be equal to the 
number allowed by the Bureau of the Budget. 

Senator MayBank. Admiral, again why should the Bureau of the 
Budget limit you, you yourself being a former naval officer, and the 
rest in the Veterans’ Bureau, why should they limit you to allow 
veterans in an Army and Navy hospital on a limitation when the. 
have vacant beds? After all, they would not be veterans if they had 
not been in the Army and Navy 

Admiral Boone. | hope we will.always have some in the military 
hospitals. 

Senator MayBANK. Should you not agree on some better plan for 
the Army and Navy hospitals to be worked out through the Veterans 
Administration? 

Admiral Boone. I wish there were a better plan, and I wish we 
had more jurisdiction over the control. 

Senator MayBaNk. That is all | want to hear, Admiral. 

Senator SALTONSTALL. Now, Mr. Stirling, or Admiral Boone, the 
amount included in the House bill for those new hospitals is 
$48,867,000, which permits $23,377,000 for the hospital in San 
Francisco, $20,490,000 for the hospital at Topeka, the replacement, 
and $5 million for an additional extension at Houston. Are those 
properly adjusted figures? 

Admiral Boone. I think we may ask Colonel Dryden the construe- 
tion officer as to the adequacy of those figures. 

Mr. Drypen. Yes, sir; they are. 

Senator SaLTonsTaLL. Thank you. 


REORGANIZATION PLANS 


Now, you see, there has been before the President for some months 
a plan for a reorganization of the Veterans’ Administration following 
a survey by the Administrator. What is the present status of that 
plan? Do you know? 

Mr. Stiruina. It is still pending, sir. 

Senator SALTONSTALL. Still pending where? 

Mr. Stirtine. At the White House. 

Senator SALTONSTALL. So there is a plan for reorganization sub- 
mitted by the Administrator, and that is pending at the White House 
and no steps have been taken on it? 

Mr. Strruine. That is correct, sir. 

Senator SaLTonsTaLL. There are a number of House amendments 
to which you agreed. For our purpose of understanding, I would ap- 
preciate it if you would explain them a little bit. The first language 
amendment is on page 11 of the bill, lines 20 to 25. That is a proviso, 
“That the foregoing is predicated on the staffing and operation of the 
114,315 beds during fiscal year 1954, and if a lesser number is provided 
such appropriation ‘shall be expected only in proportion to the number 
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of beds staffed and operated.” I understand that is an agreeable 
amendment to you; is that right? 

Mr. Stirring. That is right. 

Senator SALTONSTALL. And the purpose of that amendment is to 
provide so much per bed. If you do not have the beds, you will not 
use the money; is that correct? 

Mr. Strrauma. That is correct. 

Senator SALTONSTALL. That allows how much per bed, approxi- 
mately? It is about $4,000 per bed; is it not? 















COSTS PER BED 


Mr. Farris. The total cost will be about $4,855 per year for operat- 
ing per bed. 

Senator SALTONSTALL. Are there.any questions on that amendment? 
Now, the clerk calls to my attention that on page 19 of the bill, 
lines 19 through 25, extending over to line No. 8 on the next page, 
concerns the Administrator of Veterans’ Affairs is authorized to operate 
and activate at reasonable standards throughout the fiscal year 1954 
those beds which are needed and which can be staffed in the following 
categories. Will you, Mr. Stirling, explain that briefly, or Dr. Boone? 

Senator MayBaNnk. In conclusion, I wish to say this, Mr. Chairman, 
that I deeply appreciate what the Veterans’ Administration is doing 
My purpose in here was not to disrupt anything. But my purpose on 
the questions I asked about these Army and Navy hospitals is to save 
the taxpayers’ money and to give the veterans more power through 
the Bureau of the Budget to not leave vacant beds in hospitals scat- 
tered over the United States. I witnessed that with my eyes. I may 
be wrong, but I do not think so. 

Senator Savronsratu. Mr. Stirling, will you comment on the 
paragraph at the bottom of page 19 of the bill? 

Mr. Stirring. Mav I ask Admiral Boone to do that? 

Admiral Boone. Mr. Chairman, that is predicated on our own 
estimates of 114,315 beds. That is satisfactory. | would like to 
point out the proviso on page 20, line 7, which we must always keep 
in mind. “Provided that the qualified personnel required for the 
standard operation of such beds can be obtained.” Not knowing 
about the international situation and other things, we need to 
have that. 

Senator SALTONSTALL. In other words, this paragraph is in addi- 
tion to the paragraph or supplements the paragraph concerning the 
number of beds to be occupied, and specifies where those beds are? 
Admiral Boonr. Yes, sir. 





































OUTPATIENT DEPARTMENTS 











Senator SAvronsrALL. The next amendment that the House 
adopted and that you approve of is on page 13, im connection with 
outpatient departments, outpatient treatment. It is lines 1 through 
13 on page 13. Could you explain that amendment? 

Mr. Sriruina. I would like to have the Solicitor, Mr. Chairman, 
if | may. 

Senator SauronsTaLL. All right, Mr. Solicitor. 

Mr. Ovo. Beginning at the top of page 13, Mr. Chairman? 
“That no part of this appropriation shall be available’’—— 
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Senator SALTONSTALL. Yes. 

Mr. Opom. For the fiscal year covered by this appropriation, it 
means first those cases that the appropriation will be available for 
are those service-connected cases which are compensable. That is 
one category. The category of service-connected cases which are 
not compensable, that is, less than 10 percent, can receive treatment 
only if these conditions, all of them, exist, that the disability itself 
is service connected, was in existence at the time of discharge, and 
that the application for treatment is made within 2 years after 
separation from service or 1 year after the enactment of this act, 
whichever is later. 

The proviso which was put in there, I think, was unnecessary, but 
is for clarification purposes and will not prevent or apply to present 
outpatient dental services for conditions associated with or adjunct 
to or aggravating other service-connected conditions. The effect of 
that will be that as to any noncompensable dental disability the 
veteran will not be eligible for outpatient treatment either in a clinic 
or on a fee basis, unless his condition existed at the time of discharge 
and there is received an application within the time stated 

Senator SALronstaLu. That, of course, is within the fiscal year 1954. 

Mr. Opom. It certainly will extend that far. Whether this is 
permanent legislation, | do not know that I need to express an opinion 
at the present time. There may be general legislation on this, which 
is another matter. 

Senator Satronsraty. And the VA approves that? 

Mr. Opvom. I dont think we were asked to approve any legislative 
matter there. But I want to call attention to this. I frankly don’t 
know, not having studied the matter, as to what effect that will have 
upon the 350,000 claims which have already been adjudicated. 

Senator SALTONSTALL. Mr. Stirling, have you any comment on that? 

Mr. Opom. I have not been asked for a legal opinion on it, and 
frankly I do not know what my legal opinion would be if I were 
asked. 

Mr. Srirurnga. I think that would be my answer, Mr. Chairman. 

Senator SALTONSTALL. What is the legal question raised? 

Mr. Srrrurna. I have not raised a legal question. 

Senator SaLtronsTaLu. I did not get the legal question. 





TREATMENT 





DENTAL 





CLAIMS FOR 








Mr. Opom. The legal question, Mr. Chairman, is simply this: 
Because of a shortage of funds in the early part of the year, they had 
claims for dental treatment filed to the extent of some 350,000, which 
I understand they have not had the money to pay for, and therefore 
the treatment has not been given yet, or if it has been given it has 
not been paid for. Those claims are still pending. They were 
adjudicated, I assume, under the law as it is now. But what effect 
this appropriation item will have is a serious legal question. Offhand 
I would say that they would have, unless they are compensable, to 
meet all of the requirements of this item in the appropriation act 
But I am not expressing that as my firm legal opinion on the matter. 

Senator SALToNsTALL. In other words, what you say is that dis- 
regarding the fact that a treatment has been requested and approved, 
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where it has not been granted before this act takes effect, it will not 
be able to be granted. 

Mr. Opom. It certainly could have that effect, unless they 
these prescribed conditions. 

Senator SatronstaLt. And the number or the percentage of cases 
that come within this proviso out of the total number of dental case 
are how many, approximately? 

Mr. Ovom. I don’t think anybody would have any means of know 
ing. But I point out, Mr. Chairman, this, which is a very interesting 
thing: Some 2 or 3 years ago the Congress enacted legislation which 
for purposes of outpatient treatment only, makes any condition 
which a Spanish War veteran has service connected. But it won’t 
make it service connected for the purpose of this dental treatment 
This will take it away. 

Senator SatronsTaLu. Thank you, Mr. Odom. 


meet 





SUPPLY FUND 


Now, the third amendment is the one on page 17 which sets up the 
supply fund. Am I right in understanding Mr. Stirling, that that 
supply fund is set up separately for the first time this year? 

Mr. Stiruina. Yes, that is correct. 

Senator SaALToNSTALL. Will you describe that language a little bit, 
please? 

Mr. Baker. Mr. Chairman, the purpose and intent of this is to 
enable us to procure through one supply system all the supplies, 
materials, and equipment that are needed for the operation of our 
various field stations, including hospitals and domiciliaries. Because 
of the fact that this bill also provides 7 different appropriations wher: 
we have had only 1 before, it becomes more important than ever 
that we have such a supply system which can sell, in effect, to these 
various Other programs, financed under different appropriations, 
and secure reimbursement for the supplies and materials that they 
sell. 

Senator SaLronsTaL.L. Am I correct on my facts when I say that 
you will haye an inventory in here of approximately $24 million? 

Mr. Baker. In supply depots. 

Senator SALTONSTALL. In three supply depots. 

Mr. Baker. That is right. 

Senator SALTONSTALL. And it will cost you to operate those, 
$1,800,000? 

Mr. Baker. That is right. 

Senator SaLTonsTaLL. And you expect to turn that over twice 
during the year? 

Mr. Baker. I might say in addition to the inventory at supply 
depots, the inventory at station warehouses, hospital warehouses, 
and such, will also become part of this fund. 

Senator Savronsratyu. And when you say $24 million, that in- 
cludes the inventory in all of these categories? 

Mr. Baker. That is only at the supply depots. There is probably 
an equal amount scattered at the other supply warehouses. 

Senator SALTONSTALL. So that makes $48 million. 

Mr. Baker. That is right. 

Senator SaALTonsTALL. I am incorrect when I say that will turn over 
twice during the year? At some parts it will turn over 2, 3, or 4 times 


sO 
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Mr. Baxer. That is correct. 
Senator SALTONSTALL. And you cannot estimate that until you 
have had 1 year of operation at least. 
Mr. Baxer. That is correct. 
Senator SALTONSTALL. Where are the books going to be carried on 
that? 
INVENTORY ACCOUNTS 


Mr. Baker. The inventory accounts will have to be carried at each 
station which has a stock on hand. The accounting records will be 
carried at the various stations throughout the country where financial 
records are ke ‘pt. 

Senator SALronstaLL. Do you approve of this idea of breaking 
these funds down and doing this? 

Mr. Baker. Yes, sir. 

Senator Dworsnak. Is there authorization for this setup? 

Mr. Baker. This is the authorization here, Senator. 

Senator DworsHak. I mean in addition to this, outside of the 
appropriation bill? 

Mr. Baker. This is the first time. 

Senator DworsHak. This is the first time an effort was made 
create this. 

Mr. Baker. Yes, sir. It is an item that we have discussed over a 
period of several years with the representatives of the Bureau of the 
Budget and requested that legislation be introduced to enable us to do 
this. 

Senator SALTONSTALL. Does this suggestion follow through in the 
new reorganization plans, if they are adopted? 

Mr. Srreura. It will fit in all right with General Gray’s plans. 

Senator SaLronstauu. If this breakdown is included? 

Mr. Sriruine. Not this particular breakdown; no, sir; but it can 
be fitted in with the plan which General Gray recommended. 

Senator SALTonsTALL. Then the reorganization plans did not in- 
clude as a part of them a breakdown of these various acccunts? 

Mr. Sriruina. No, sir. 

Senator SALTONSTALL. Now, the next amendment is on page 18, 
line 6 through 11. That permits, as I read it, to allow a 5-percent 
change, a 5-percent adjustment, between the compensation and pen- 
sion, readjustment benefits, military and naval insurance, national 
service life insurance, and servicemen’s indemnity {s I read this, the 
difficulty is that the compensation and pensions is an enormous sum, 
and some of these other sums are comparatively small. 

When you put that 5 percent into the great big account it would 
swell one of the small accounts more times than I can calculate in 
my head. 

TRANSFER OF FUNDS 


Mr. Baker. Mr. Chairman, that is correct. However, the pur- 
pose and intent of such a provision is to avoid the necessity for supple- 
mental appropriation requests in an appropriation account where 
only a small amount of transferability would avoid that. For example, 
in the third supplemental, we received permission this year to transfer 
$650,000 from compensation and pensions to the servicemen’s in- 
demnities. If we had had this provision during the current year we 
could have made that adjustment in that small amount. 
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Senator SatronsTaLL. Then why should we not put in an addi 
tional amendment? An additional amendment to that saying that 
that 5 percent shall not include more than X percent of the whol 
fund. It would seem to me that that would be a wise proviso 

Mr. Baker. [ would have no objection. 

Senator SALTONSTALL. Suppose we made than 10 percent, and not 
more than 5 percent of any appropriation may be transferred, but 
when it is transferred, it shall not increase the other fund more thar 
10 percent of its appropriated amount, something of that language. 

Mr. Baker. That would be all right. You see, some of these appro- 
priations are relatively small. For example, military and naval 
msurance, I think, is less than $2 million. 

Senator SatronstaLL. That is why I am making it. 

Mr. Baker. If you made that 10 percent, it would be less than 
200,000. That might be enough in a great many cases, but whether 
it would meet all of them or not, I don’t know. 

Senator SALTONSTALL. It is good budgeting, it seems to me. 

Mr. Baker. I have no objection to the principle. 

Senator SatronstaLL. Would your distinguished counsel give us 
language that would be satisfactory to that effect? Do you get the 
point? 

Mr. Opom. Yes, sir. 


DIVIDEND OF NATIONAL SERVICE LIFE INSURANCE 








Senator SarronstaLyi. Otherwise, you throw the budget clean out 
of kilter. In that connection, do you expect to pay another dividend 
on national service life insurance? 

Mr. Sriruina. Yes, sir. 

Senator SALTONSTALL. When? 

Mr. Strruune. Mr. Beck. 

Mr. Beck. Not a special dividend on national service life insurance 
There is none anticipated at the present time. We are paying annual 
dividends. 

Senator SALTONSTALL. On national service life insurance? 

Mr. Beck. That is correct. 

Senator SALToNsTALL. And that is based on the usual cooperative 
insurance scheme? 

Mr. Beck. That is correct. 

Senator SALTONSTALL. How much will that be this year? 

Mr. Breck. We have set aside about $180 million for the dividend 
for 1953. 

Senator SALTONSTALL. And based on insurance, how much will that 
be on a $10,000 insurance policy? 

Mr. Beck. I think the average will be approximately $60 on the 
$10,000 policy. It will vary, of course, with the different age groups. 

Senator SALTONSTALL. There are three more amendments where 
there are changes in the law. On page 10, line 22 there is a proviso. 
Will you explain that proviso, Mr. Stirling, or somebody? ‘That is an 
amendment to the present law, as I understand it. 


Mr. Strrtine. Mr. Coile, Assistant Administrator for Vocational 
Rehabilitation. 
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PAYMENTS TO EDUCATIONAL INSTITUTIONS 


Mr. Corie. The present law, Public Law 550, seetion 265 (b 
specifies that the Administrator shall pay to each educational insti- 
tution which is required to submit reports to the Administrator unde 
this title allowances at the rate of $1.50 per month for each veteran 
enrolled in and attending such institution under this title. The effect 
of this title will be to reduce the amount of that payment from $1.50 
a month to $1, effective as to attendance on and after Septembe ra, 
1953 through June 30, 1954 

Senator SALTONSTALL. What you are doing is cutting the allowance: 
to an educational institution for making up the certification and send- 
ing it into the Administrator from $1.50 to $1 per month? 

Mr. Corie. That is the effect of the language; yes, sir. 

Senator SALTONSTALL. I assume the Veterans’ Administrator would 
take no position on that? 

Mr. Cotte. We have taken no position on it, Mr. Chairman, 
because the dollar and a half was not arrived at through any studies 
conducted by us as to the cost of the institution, and neither has the 
$1 been arrived through any studies conducted by us. 

Senator SALTONSTALL. Have you had any objections by the educa- 
tional institutions? 

Mr. Com. Not directly to us, although I am aware of the fact 
that there have been objections. 

Senator SatronstauLu. The Chair is informed that there have been 
no objections come into this committee. 

Mr. Stirling, have you anything more to say in connection with 
that? 

Mr. Sirrtine. No, sir 

Senator SALTONSTALL. The next amendment is page 14, lines 10 
through 23, which is a proviso or two provisos 

Will you explain those, please? 

Mr. Srrriine. | will have Mr. Kelsey, the Assistant Administrator 
in Charge explain that. 

Mr. Ketszey. Mr. Chairman, earlier in the hearing today our 
solicitor gave some considerable detail as to this 

Senator SatronstaLu. The explanation of that is already in the 
record. 

Mr. Krusry. I would say so, sir. 


FURTHER DISCUSSION OF 4 PERCENT LOANS 


Senator SaLionsTaLu. That is the 4 percent grant, 4 percent on 
the loans. 

Mr. Ketsey. On the amount guaranteed. 

Senator SALTONSTALL. On the amount guaranteed? 

Mr. Keusry. Yes, sir. 

Senator SaLronstautu. And that would strike out that 4 percent 
after what date? 

Mr. Ketsry. September 1, and it is subject to the amendment 
that he spoke of which should, of course, clarify the question as to 
any commitments that have been made prior to that date. 

Senator SALTonsTaLL. And do you agree with what the House 
says in its report, that this would result in a $56 million saving? 
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Mr. Keusny. That is a little high, as I see it, on an annual basis 
but that is the Gente in round numbe “rs, as included in the 1954 budget 
for gratuity payments. 

Senator SaALToNsTALL. What do you think the actual figure will be 

Mr. Krusty. My only reason for saying that, is that the budget for 
1954 fiscal year was roughly $56 million on the basis of 12 months 
whereas this amendment would be effective for only 10 months of th 
fiscal year. Conceivably, that saving would be a little less than $56 
million if our estimates of the number of guarantees for the year wer 
accurate. But it is a figure which can vary one way or the othe: 
depending upon the construction of homes and the guaranties whic! 
are issued. 

Senator SALTONSTALL. Based on an annual basis, it would bh: 
approximately $4% million a month? 

Mr. Ketsery. Yes, sir. 

Senator SALTONSTALL. And which would be, in 10 months, neare 
$45 million rather than $56? 
Mr. Keusry. I would say so, sir. 





OATH OF APPLICANT 











Senator SALTONSTALL. Now, the third amendment that the House 
offered as a change in the law about the oath‘of the applicant was 
stricken out on the floor of the House. Am I correct in that? 

Mr. Sriruinc. That is correct. 

Senator SALTONSTALL. So there are not other languages except the 
ones that we discussed this morning to which you object, and to which 
you would like, again, to have stricken? 

Mr. StrruweG. That is correct, sir. 

Senator Sauronsrauu. Mr. Stirling, have you anything to add 
that we may have this report just as complete as possible? 

Mr. Sririina. I have nothing to add, sir. 

Senator SALronsTaLL. Now, Mr. Stirling, just for the sake of the 
record, on page 11 of the House report there are the 3 items, com- 
pensation and pensions, readjustments benefits, military and naval 
insurance. ‘Those are all statutory figures, to a great extent at any 
rate. If my understanding is correct, the compensation and pensions 
and readjustment benefits, if you take those two accounts together, 
you are going to fall short approximately $230 million. Is that cor- 
rect? We have figured that figure back and forth and it is not clear 
in my mind. 

Mr. Baker. | think, Mr. Chairman, it would be nearer $250 million. 

Senator SaLronstTaLL. How much of that is compensation and 
pensions? 

Mr. Baker. Practically all of it, sir. 

Senator SatronstTautu. Then in your readjustment benefits, which 
is a very substantial sum of $664 million, that is going to be enough 
to take care of those benefits? 

Mr. Baker. Except insofar as the estmate on loans guaranteed, 
might vary from the figures we have used. 

Senator SALTONSTALL. But the other breakdown of that figure as 
shown by the House report is, in substance, in your opinion correct? 
Mr. Baker. We believe so, sir. 
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Senator SALTONSTALL. So that the recalculation, if you will, by 
the House committee of compensation and benefits will be, in your 
opinion, approximately $250 million under the requirement? 

Mr. Baker. Yes, sir. 

Senator SALTONSTALL. But there is enough money in it to take care 
of 10 months? 

Mr. Baker. Yes, sir. 

Senator SALTONSTALL. The amounts provided for the other con- 
tractual services, like national service life insurance, servicemen’s 
indemnities, and veterans’ miscellaneous benefits, are they enough to 
take care of the requirements? 

Mr. Baker. Insofar as we can see now. Of course we cannot pre- 
dict what the outcome of the Korean conflict may be, and what its 
effect will be on those requirements. 


PASSENGER VEHICLES 


Senator SaLTonsTaL.L. Mr. Cooper calls to my attention that you 
asked for 198 passenger vehicles, and the House allowed you none 
Is that correct? 

Mr. Baker. That is 198, sir, which was in the appropriation bill 
enacted last year. That is for equipping new hospitals. The fact 
that it is not in this bill, according to the opinion expressed by our 
solicitor, does not eliminate the authority we had from last year’s 
appropriation. 

Senator SALTONSTALL. So this is a carryover. 

Mr. Baker. We have the money. 

Senator SLATONSTALL. You have the money to buy 198 automo- 
biles? 

Mr. Baker. That is an accumulative limitation authorizing the 
purchase of 198 autos over a period of several years 

Senator SALTONSTALL. So you are satisfied with the House rejecting 
that? 

Mr. Baker. That is right, sir 

Senator SaALronsta.LL. Mr. Stirling, I will repeat, are there any 
further questions or suggestions? We have tried to make just as 
inclusive a report here as we can, or rather a record 


INFORMATION SERVICE EMPLOYEES 


Mr. SriruinG. There is just a minor one, I might say, Mr. Chair- 
man, which Mr. Baker called to my attention, apropo of the sug- 
gestion made by me this morning that something be done amending 
this bill to permit us to retain the 49 employees now in our Informa- 
tion Service. By referring to page 10, line 18 of the bill as passed 
by the House, that perhaps lines 18, 19, and 20 might be amended 
and also that this proviso in 105(a) on page 22 could be amended so 
that 49 employees could be authorized for the Information Service 
and exempt us from that 25 percent cut. That is the only thought 
that I have. 

Senator SALTONSTALL. On page 10, the proviso is to permit 26 
persons engaged in public-relations work. 

Mr. Srrruina. Yes, sir. 

Senator SALTONSTALL. How does that relate to the proviso on 
page 22? 
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Mr. Srirruine. On page 22, as I understand it, Mr. Chairman, 
that is an all-inclusive amendment which affects all independent 
agencies covered by that bill. 

Senator SALTONSTALL. I see. Page 22 is on the estimate, and then 
they write in the exact number of people they are going to allow you, 
is that right? 

Mr. Sriruinc. The way we interpret this section 105 (a) is that 
with the 51 people that we now have, we would only have 38. I am 
using bodies instead of money, while section 105 (a) really refers to 
the money. But here on page 10 they say no part shall be used to 
pay in excess of 26 persons engaged in Public relations work. 


ADDITIONAL STAFF POSITIONS 


The Solicitor has advised me informally that that would permit 
to employ 26 staff positions, but we would still have to cut to 38 in 
total, Our position is that we should like to have the Congress permit 
us to continue the employment of 49 people. no more than 49 people. 

Senator SALTONSTALL. By putting in that proviso on page 10, 
is it in a way contradicting what is said in the section 105 language? 

Mr. Ovom. It could be, Mr. Chairman. It isn’t necessarily unde: 
the present situation. But if it were an intended application to exactly 
the same people, it would be. In other words, it would be a further 
cut. I think that it is reasonable to be construed as meaning the 
staff people who engaged in public-relations work, whereas 105 
includes those people plus any one who helps them, clerks and people 
of that sort. 

Senator SALTONSTALL. Look at it the worst way from the Veterans’ 
Administration. Would it not be better for you to have section 105 
on page 22 stand and have this proviso on page 10 eliminated? 

Mr. Opom. Whether we are correct or not, we think if the two 
stand we can employ 26 people who are engaged strictly in public- 
relations work, and that the rest of the 38 could be clerks and sienog- 
raphers who assist them. 

Senator SALTONSTALL. So you would have, we will say, under 
section 105, 12 people and you would have, under this proviso on 
page 10, 26 people. 

Mr. Opom. Yes. We might not want to arrange it that way, it 
might not work out, it might be an unbalanced staff, and we would 
have to do it some other way. But those are the numbers that 
would be involved as I see it. 

Senator SALTONSTALL. Those two sections are rather hard to 
construe together. 

Mr. Opvom. They are a little hard to construe together, yes, sir. 

Senator SALTONSTALL. Senator Dworshak, have you any questions? 

Senator DworsHak. Yes, I have a couple of questions, Mr. Chair- 
man. 


GRANTS TO REPUBLIC OF THE PHILIPPINES 





Mr. Stirling, I note that the grants to the Republic of the Philippines 
has $1,731,000, that that includes $769,000 of the unobligated balance. 
Does that come from the $1 million supplemental that we got? 

Mr. Corsirr. Yes, sir; that is correct. 

Senator DworsHak. Why did you ask for $1 million if you did not 
need it? 
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Mr. Corsirr. During last fall, sir, the manager in our office in 
Manila notified us that there would be a deficit in excess of $1 million. 
That estimate was based on the fact that in October 1952 there were 
939 veterans hospitalized, but suddenly a number, I have forgotten 
the exact number, were discharged, which resulted in the fact that 
we did not use the money appropriated. 

Senator DworsHak. Do you mean there was rather a precipitate 
reduction in the number of patients? 

Mr. Corsitt. Yes, sir; about 329, as I now recall. 

Senator DworsHak. Does the VA have any supervision over that 
program in the Philippines, or is that under the Government of the 
Philippines? 

Mr. Corsirr. The Veterans’ Administration supervises the program 
in Manila through the Office of the Manager. 

Senator DworsnHak. Office of the Manager - 

Mr. Corsirt. Of the Veterans’ Administration. 
Senator DworsHak. It is a branch of the VA? 





MANILA OFFICE 











Mr. Corsirtr. Yes, sir, we have an office in Manila. 
Senator Dworsnak. It is not directly under the Philippine Re- 
public? 

Mr. Corpsirr. No, sir. 

Senator DworsHak. Are you aware of the fact that there was con- 
siderable publicity in the newspaper in Manila last summer indic “ating 
that the scandals that had developed in this hospitalization program? 

Mr. Corpsirrt. I am, sir, and as I recall we furnished you with a 
statement that gave all the facts back of that publicity. 

Senator DworsHak. I had forgotten that at the moment. But at 
the time this supplemental was requested, I raised the point as to 
whether it was necessary and the Senate ignored that request at the 
time, as I recall, and the conferees restored it. But I had known 
about the allegations of scandals, and at the time I thought that the 
Philippine Government was directly responsible instead of the Vv A. 
Now you are telling us that the VA had supervised that program? 

Mr. Corerrv. Very definitely, sir. 

Senator Dworsnak. The very material reduction in the number of 
patients would probably substantiate the claim that there had been 
some scandal and that many patients had been listed for hospitaliza- 
tion while, as a matter of fact, they were merely drawing benefits and 
were probably not entitled to them. 

Mr. Corsirr. That is correct, although it usually was a question 
of medical need rather than legal eligibility. Also, in one small 
hospital there were 95 veterans, although really ill in many cases, 
accepted cash payments from the hospital. All of these have had 
their compensation payments suspended and their cases are now 
pending in our central office to determine whether or not they may 
have forfeited their rights to VA benefits. 

Senator DworsHax. Do you not think that is quite a serious 
situation there in that it might be assumed that your VA manager in 
the Philippines was a party to that rather questionable situation? 

Mr. Corsirr. No, sir. 
Senator DworsHak. You do not? 
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Mr. Corpsrrr. No, sir. As a matter of fact, under this particula: 
title, you will recall, ““Grants to the Republic of the Philippines”, we 
reimburse the Philippine Government for medical care and treatment 
of eligible veterans. 

Senator DworsHax. Who finally determined that there were a lot 
of patients being carried on the rolls that probably should not be there? 

Mr. Corsrrr. That situation was discovered by the Veterans’ 
Administration in Manila and brought to the attention of the author 
ities of the Philippine Government. A raid was conducted which 
produced evidence of fraud. The Director of the Hospital was tried 
found guilty, fined, and sentenced to a term in prison, and the hospita! 
was closed. In fact, that was nipped in the bud, so to speak. 

Senator DworsHak. So your manager there in the VA office was 
cooperating in an effort to eliminate this situation? 

Mr. Corsirr. Yes, sir; very definitely. 

Senator DworsHak. I am glad to hear that. It seems to me that 
deserving, qualified veterans who are disabled or in need of hospitaliza 
tion are entitled to it, but certainly we do not want to make a racket 
of something like that. 

Mr. Corsirr. Certainly not. 

Senator Dworsnak. I think it is a very good development, Mr 
Chairman, that that has been nipped in the bud. How long did that 
situation prevail before it was corrected? 

Mr. Corsirr. This particular hospital 

Senator DworsHak. I mean the whole situation. There was more 
than one hospital involved, was there not? 

Mr. Corsrrr. Certainly. I think there was 1 small hospital and 
3 small clinics, and irregularities prevailed during part of last year 
and the early part of this year. 

Senator DworsHak. So you caught it in the early stages. 

Mr. Corpsirr. Yes, sir. 


CONSOLIDATION OF REGIONAL AND HOSPITAL OFFICES 


Senator DworsHak. Thank you. I have one more question; Mr. 
Stirling, to what extent is the VA progressing with the merger or 
consolidation of regional and hospital offices? 1 understand, I think, 
in Montana such a merger took place, and other proposed mergers 
are under consideration elsewhere. Is that true? 

Mr. Strrruma. There have been mergers going on for some time, 
Senator, in regard to our finance, supply, and personnel units of 
organizations which function in hospitals and regional offices in the 
same immediate territory. 

Senator DworsHax. Well, to be specific, in Boise, Idaho, I have 
had numerous complaints and also requests that I do something which 
might influence VA to take some action merging the hospital office 
and the regional VA office in Boise. 1 do not know personally whether 
that is desirable or undesirable. But I would like to have your belief 
and your comment on it. 

Mr. Stirring. Prior to World War II, Senator, the Adminis- 
trator had adopted a policy whereby regional offices and hospitals, 
a regional office and a hospital in the same community like Boise, 
operated as a Veterans’ Administration facility. With the ending of 
World War II, it was decided by the Administrator then, and his 
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chief medical director, that to utilize the beds in the hospital it was 
necessary to separate the regional office from the hospital. At the 
present time, we do have regional offices and hospitals combined. 
| think there are 14 at the present time. Isn’t that true, Admiral 
Boone? 

Admiral Boonr. You are speaking about the clinic or regional 


office? 
Mr. Stiruina. The regional office and the hospital itself. 
Admiral Boone. We will find that in just a minute. I am not sure 


of that number. 

Mr. Sriruinc. We have 13 centers today, we call them centers, 
where we have regional offices and hospitals. One in lowa 

Senator DworsHak. All operating out of one office as a merger? 

Mr. Strrurne. That is right, one manager. That is, it is a hos- 
pital and regional office. One in Kansas, one in Louisiana, one in 
Maine, one in Mississippi, one in Montana, one in Neveda, one in 
North Dakota, one in Puerto Rico, one in South Dakota, one in 
Texas, one m Vermont, and one in Wyoming. 

Senator DworsHak. Do you find those to be effective arrange- 
ments? 

Mr. Srrruinac. We believe so, Senator. 

Senator DworsHak. Are you progressing in consideration of mak- 
ing similar mergers elsewhere? 

Mr. Strruina. | imagine, Senator, that just as soon as the Admin- 
istrator knows what the wishes of the Executive Office of the President 
may be concerning the reorganization, that that subject will come up 
again, as to just what can be done. 

Senator Dworsuak. You are doing nothing at the present time? 

Mr. Stirumnc. Nothing at the present time, sir. 

Senator DworsHak. In how many cities do you have separate 
operations? 

Mr. Stiriiea. I don’t have that before me now, Senator, but we 
can supply that for the record. 

Senator DworsHak. Just estimate it. It would be what? This 
would be just a small fraction, where you have the merged offices, 
of the total number? 
OFFICES 


TOTAL REGIONAL 














Mr. Srirurna. Yes. We have 70 regional offices, 66 in the continen- 
tal limits of the United States. Colonel Dryden and Admiral Boone 
might correct me because they know where our regional offices are. 
] imgagine we have a hospital within the immediate area of every single 
one of our regional offices. 

Senator DworsHak. Then you have made a pretty good start 
That is about 15 or 20 percent of the cases where you have effective 
mergers, if that is a desirable plan. I am not saying it is desirable 
because I am not acquainted with all the facts. But it has been called 
to my attention that these consolidations have gone into effect 
elsewhere, the representatives and spokesmen of veterans’ groups 
unoffic ially, you might say, in my State have urged that something 
be done along that line in Boise. I am not qualified to say whether it 
should be done, but I am mere ‘ly asking your consideration and observa- 
tion on that. 
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I would like to have some additional study made so that you can 
determine whether that is a prudent course in Boise, in furthering 
more efficient service for the veterans. 

Dr. Boone. I think the Senator would be interested, Mr. Chairman, 
because this was discussed in the House hearings, because the service 
organizations were interested in it, in the consolidation of clinics, 
within the regional offices, under the hospital management. 

Senator Dworsnak. Are those clinics being operated separately 
now? 

Admiral Boonr. Under the regional manager and not under the 
hospital. We have consolidated Manchester, New Hampshire, we 
are considering one at Boise. And the policy has been adopted by 
the Administrator that wherever feasible, and from a physical plant 
standpoint, we wish to have them under one operation. 


ELIMINATION OF DUPLICATION 


Senator DworsHak. It would eliminate the duplication, or some 
of the duplication, and unnecessary expense and possibly provide even 
better service to the veteran. 

Admiral Boonr. That is the most important thing, to provide bet 
ter medical service, but there would be economy. 

Senator SatronsraLy. Thank you very much, Senator, for your 
helpfulness. 

Senator Dworshak, have you any more questions? 

Senator DworsHak. None, Mr. Chairman. 

Senator SatronsTaty. Well, may the Chair, on behalf of the mem- 
bers who have been present today, thank you and your staff for being 
here and helping to make us understand these rather large figures. 

On Friday, at 2 p. m., we have some witnesses who want to be 
heard on the Veterans’ Administration. I think it would be helpful 
if you and 1 or 2 of the other gentlemen, such as the budget directo 
and anybody else that you wanted to be here, to help us answer any 
questions that might come up. I don’t think it is necessary to have 
your whole staff here. 

Admiral Boonr. I think it might be helpful if you were here 
from the medical end. I do not know what these people are going to 
testify about, but we would not be held up in the hearing by being 
unable to answer factual questions. 

Mr. StrruinGe. We will be very glad to come, sir. 

Senator SaLtronsTa.Lu. I do not think that under those circum- 
stances there is anything more. 

We will declare this hearing closed, but the hearings will be reopened 
on Friday. 

(Whereupon, at 3:35 p. m., Wednesday, June 24, 1953, the com- 
mittee was recessed, to reconvene at 9:30 a. m., Friday, June 26, 
1953.) 
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Unrrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 9:30 a. m., in the Old 
Supreme Court room, the Capitol, Hon. Leverett Saltonstall (chair- 
man of the subcommittee) presiding. 

Present : Senators Saltonstall, Dirksen, Dworshak, Maybank, Ellen- 
der, Hill, Kilgore, and Robertson. 


TENNESSEE VALLEY AUTHORITY 
TVA APPROPRIATION 


STATEMENT OF PHILIP SPORN, PRESIDENT, AMERICAN GAS & 
ELECTRIC CO., NEW YORK, N. Y. 


GENERAL STATEMENT 


Senator SaLtonstaLL. The committee will come to order. 

The meeting this morning is for the purpose of hearing ladies and 
gentlemen who are interested in the subject of the TVA appropria- 
tion. 

The first witness on our list is Philip Sporn, of the American Gas 
& Electric Co., of New York. Is Mr. Sporn here? 

Mr. Sporn. Yes, sir. 

Senator Sautonstati. Mr. Sporn, as the Chair has listened to the 
discussion by the members of the TVA Board, Mr. Clapp, the ques- 
tion that really concerns us here this morning is, Shall the Fulton 
plant be included or not included in the appropriations? If it is 
included, there will be an additional appropriation of $30 million. 
If it is eliminated, that will be eliminated from the budget as revised 
by President Eisenhower. 


POSSIBLE NEED FOR FULTON PLANT 


The question seems to boil itself down to, Can the power needs in 
the TVA area be met without the addition of the Fulton steam plant? 
Necessarily that involves the question, Can private companies meet the 
shortages which it is contended the Fulton steam will meet after it is 
built? That is the issue as the Chair sees it, and the Chair hopes you 
will address yourself to that issue. 
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May I say with a smile that, like all matters here, while we see: 
to go slowly, time is of the essence. The chairman himself will hay 
to leave here in 15 minutes for a little while because of the disaste: 
in Worcester, Mass., on which he will have to appear before anothe 
committee. But in the meantime the hearing will go forward, with a: 
acting chairman, and we will hear everyone this morning who 
interested in this subject. 

Mr. Sporn. Senator, and gentlemen of the committee, I am not sur 
that I have the information available on the question of the Fulto: 
plant. I would like to be helpful to the committee to the extent that I 
am able and will do so to the best of my ability. I would like to tak 
perhaps a minute or two and paint the background of the operatio: 
of the American Gas & Electric Co., of which I am president, and 
particularly of two of our operating companies which are in con 
tiguity or close to a limited portion of the service area of the Tennessee 
Valley Authority. 

The two companies that are so located are in southwestern Virginia 
and in and around Kingsport, Tenn. Appalachian Electric Power 
Co., one of these two operating companies, of which I am president, 
serves in southwestern Virginia, and Kingsport Utilities, of which | 
am also president, serves in Kingsport, Tenn., and in a small area 
around Kingsport. 

Appalachian generates substantially all of its requirements. Kings 
port, Tenn., Utilities generates only a small portion of its energy 
requirements. 

Senator SattTonsTALL. Do I understand, Mr. Sporn, from that that 
either the Appalachian or the American Gas & Electric Co. are in a 
position to supply the power in the area that is necessary to supply 
if the Fulton steam plant is omitted. 

Mr. Sporn. Senator, I have not studied the problem from that 
standpoint. 

Senator SauToNsTALu. That, as I see it, is the issue this morning. I 
would prefer not to go into the whole general question of should there 
by private power or public power and so forth and so on. 

Mr. Sporn. I do not intend to go into that. I would like merely to 
give just enough background, if I may, please, Senator, to permit 
complete understanding of what I think we are able to do, and what is 
perhaps beyond what we are able to do, and I am going to limit myself 
to that. 

Senator SAuronsTALL. Very well. 


FUNCTION OF COMPANIES 


Mr. Sporn. I would like to point out that Kingsport Utilities does 
obtain all of the balance of its requirements from Appalachian Electric 
Power Co. Appalachian Electric Power Co. in turn gets help from 
and gives help to other portions of the American Gas & Electric Co. 
system with which it is heavily interconnected, and of which it is a 
part. That system has a peak demand today of about 2,900,000 kilo- 
watts. The system and Appalachian have always taken care of the 
requirements for power in our service area. We have operated for 
many years interconnected with the Tennessee Valley Authority, 
either directly or indirectly, and are interconnected with the Tennes- 
see Valley Authority system at five points. Four of those points are 
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in northern Tennessee or in southwestern Virginia, and one point is 
at Pineville, Ky., where we interconnect with a transmission line of 
the Tennessee Valley Authority that runs from the Norris plant. 

For many years we have had interconnecting arrangements for the 
supply and receipt of power, but not for firm power. Essentially these 
arrangements were for the mutual emergency backup, for short-term 
capacity from time to time, and for interchange involving so-called 
economy energy. These have been carried out over many years to the 
mutual advantage of the two systems. 

Senator Rozrertson. May I interrupt you there? 

Mr. Sporn. Yes, sir. 

Senator Rosertson. The Senate meets at 10 o’clock. Since the 
chairman of this committee will have to leave very shortly for another 
engagement, I would like while he is here for you to direct yourself to 
one specific 1 issue in which I am personally interested. 

Mr. Sporn. I will come to my main point in a moment, and as 
quickly as I can. 

Senator Rogsertson. But you will come to it quicker if I ask the 
question and you answer it. 

Mr. Srorn. I will answer any question, sir, that I am capable of 
answering. 

ALLEGED POWER SHORTAGE 


Senator Rozerrson. There is an alleged power shortage in the ar: 
of Tennessee that joins Virginia. It is proposed to build a been 
plant called the Fulton plant. That would be at Knoxville, would it? 

Mr. Sporn. I understand, Senator, it is near Memphis. 

Senator Rosertson. That will be in Memphis. There is an article 
in the July Reader’s Digest in which it is stated that the TVA with 
the shortage has taken on a new aluminum plant and is asking for a 
steam plant to meet that additional shortage. What I am interested 
in is this: Is your company or any other company that is capable of 
serving the area of Virginia that would normally draw power from 
TVA in a position to furnish the power that is needed there at the 
present time ? 

Mr. Sporn. Our system operates close to a very limited portion of 
the TVA system. It is the portion of the TVA system in northeastern 
Tennessee and southwestern Virginia. Within that area, and at 
another point on the system, we have transmission facilities that 
could, if we operated with the connecting facilities between our sys- 
tem and that of TVA, separated from all other interconnections, 
deliver approximately 125,000 kilowatts. 

Senator Roserrson. How much would this Fulton plant generate ? 

Mr. Sporn. I do not know, sir. I am not familiar with the Ful- 
ton plant capacity. 

Senator Ropertson. Right at this point, does anybody know? 

Senator SALTONSTALL. Mr. C lapp, would you tell the committee 
how much ¢ 

Mr. Crarr. The capacity of the proposed Fulton plant would be 
450,000 kilowatts—two units of 225,000 each. 

Mr. Sporn. I have not finished my answer. If:I may, 1 think 
would be helpful, sir. 
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Senator Rosertson. Yes. 

Mr. Sporn. If our interconnection facilities were operated as part 
of the general interconnection facilities between ourselves and TVA, 
and between TVA and other systems that are contiguous to TVA and 
us, that amount of power would perhaps be equal to 200,000 kilowatts. 
1 do not know the exact load or demand of the TVA service area that 
is in close contiguity to our system, but my estimate is that it is of 
the order of 125,000 kilowatts. 

Senator Roperrson. And you could meet that demand ? 

Mr. Sporn. I think we could arrange, if it were desirable, to supply 
125,000 kilowatts and possibly somewhat above that, and perhaps 
up to 200,000 kilowatts if the transmission facilities were properly 
coordinated. 

Senator Roserrson. Of course, eastern Tennessee and Virginia 
would not get any power from a steam plant in Memphis, Tenn., be- 
cause it is too far away. That plant might relieve some of the load 
diverted back into that area. Your testimony is that with your 
present facilities—and do you plan to enlarge those facilities? 


PLAN TO ENLARGE GENERATING FACILITIES 


Mr. Sporn. We are planning to enlarge our generation facilities, 
Senator. We do not have any plans at the present time for enlarging 
any transmission facilities in this area. 

Senator Rozertson. You do plan to enlarge production facilities? 

Mr. Sporn. We are enlarging production facilities, yes, sir. 

Senator Rorertson. Do you “have in mind building a new steam 
plant in that general area ? 

Mr. Sporn. We do not have it in mind at the present time. We 
have studied the problem from time to time. 

Senator Ropertson. Does any other utility that you know of have 
in mind building a powerplant anywhere in that general area that 
could send power into this immediate section, the one that I am per- 
sonally interested in ¢ 

Mr. Sporn. Memphis? We are many hundreds of miles from 
Memphis. 

Senator Roperrson. I do not mean Memphis. It is not in my im- 
mediate area. It is a great city, and there are a lot of fine people. I 
am talking about the ‘people that vote in my section. They tell me 
that they want an assurance of power, and I want to see them have it. 
I understand that in the vicinity of Bristol, Va., you can make avail- 
able all the additional power that you know of any immediate need 
for. 

Mr. Sporn. We can make the power available up to the amount that 
I have stated. 

Senator Ronerrson. And of course, nobody can say what you would 
use. If you can bring in enough industries with the lure of cheap 
power, you can multiply the demand very rapidly, I will not inter- 
rupt you. You may proceed and develop your theme as you wish. 

Mr. Sporn. I have finished my statement, since I think that was 
responsive to your question, Senator. 

Senator Hizx. Are you adding new facilities to your system ¢ 
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NEW FACILITIES 


Mr. Sporn. We are continually adding new facilities, and at the 
present time we have in process of very active construction a million 
kilowatts of additional generating facilities on our system, and have 
just recently authorized another 125,000 kilowatts, and are consider- 
ing adding an additional 400,000 kilowatts. 

Senator Hi. Where is this 120,000 going to be? 

Mr. Sporn. The 120,000 kilowatts is in central or south central 
Ohio, the plant called Philo, near Zanesville, Ohio. The million kilo- 
watts that I mentioned are going into the following places: 400,000 
kilowatts in Glasgow, W. Va.; 400,000 kilowatts in the Muskingum 
River plant about 20 miles down the river from Zanesville, Ohio; 
900,000 kilowatts at the Tanners Creek plant on the Ohio River near 
Lawrenceburg, Ind. 

Senator SatronsratL. Mr. Sporn, will the Chair be permitted to 
interrupt for a moment. The Chair has to leave as he said to testify 
on the Worcester, Mass., disaster for about 6 minutes. This subcom- 
mittee has allotted this morning to the subject of the TVA, from 10 
o'clock until 1 o’clock. That gives us 3 hours. The Chair has listed 
her four witnesses from the American Gas & Electric, the Mississippi 
Power, Kentucky Utilities, Carolina Power, and the Southern Co. 
There are listed five witnesses from the National Rural Electric 
Cooperative Association, Inc., and then there are listed a number 
of independent witnesses, including the Congress of Industrial Or- 
ganizations. There are also at least two Senators, probably more, 
who wish to speak. 

Senator Hiti. May I interrupt there / 

Senator SALTONSTALL. Yes. 

Senator Hix. There are a number of witnesses here from Tennes 
see and Alabama and Kentucky. And myself, too. 

Senator SatronsTALL. To do this as fairly as possible and give all 
the people who want to speak as much opportunity as possible—I know 
Senator Hill, you are interested in this subject, as others, and you are 
a member of the subcommittee from this district—assume we allot half 
an hour to Mr. Sporn and the other gentlemen who are present with 
him, assume we allot half an hour to the National Rural Electric Co- 
operative; that would bring the matter to 11 o’clock. And assume 
that we allot not more than 10 minutes to any one speaker. 

Senator HitL. You mean from then on? 

Senator SauronsTaLu. Yes. 

Senator Roperrson. Mr. Chairman, I suggest this amendment to 
that, that each of the three remaining representatives of the private 
utilities who can give us information on their capacity to furnish addi- 
tional power at reasonable rates to the TV A system be given 10 minutes 
each to present their statement, and then the committee might cross 
examine them for 20 or 30 minutes—you cannot tell—but that should 
not preclude the next two, if you take all the time on one. 

Senator SALTonsTaLL. That is what I had in mind. I will ask Mr. 
Cooper, the clerk of the committee, to be our timekeeper. Assume, Mr. 
Sporn, that you and your associates were allowed until 20 minutes of 
11, and then the National Rural Electric Cooperative be assigned 20 
minutes of 11 to 20 minutes past 11; that is 40 minutes each, and then 
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the individual speakers be allotted from 10 minutes past 11 to 1 o’clock, 
to be divided up not over 10 minutes each, and those speakers could be 
selected by their groups or indicated by the Senators from Alabama 
and Tennessee. Is that an agreeable procedure to the Senators who are 
present ? 

Senator Ronertson. Yes. I would like to ask him just one question. 

Senator Kreravuver. The Governor of Tennessee is here—and I do 
not know that he will take more than 10 minutes—it might be that some 
members of the committee would want to ask him some questions. He 
has been very familiar with the needs of our State. I would like to 
ask indulgence for him that he might take more than 10 minutes when 
his time comes. 

Senator SauronstatL. We will try to work that so that everybody 
who wants to be heard, Senator Kefauver, will be heard, with the 
understanding that we have a full afternoon with TVA and people 
are coming from all over the country on that. So we will have to recess 
this hearing at 1 o’clock. If there were any important speakers left 
over, we could of course come together again tomorrow morning to 
hear them if it is necessary to do so. 

Senator Kerauver. Mr. Chairman, there are a number of us from 
the Senate who wanted to make brief statements. We could meet with 
the committee in the morning. 

Senator Satronstati. That could be done if it is necessary. Let 
us proceed, then, if there is no objection, on that general basis. The 
Chair thanks the people who are present if they will cooperate. 

Senator Rosertson. I want to ask one question. 


PROPOSED STEAM PLANT IN OCLINCHFIELD AREA 


Do you have any plans for a steam plant in the Clinchfield area? 

Mr. Sporn. We have studied that over the past year, Senator, but 
we do not have definite plans at the present time. 

Senator Hiix. What is the transmission distance from the new gen- 
erating plant you are building to Memphis, Tenn.? Would it be 500 
miles or more? 

Mr. Sporn. It is a considerable mileage, Senator. I do not have 
the exact distance here. Perhaps I can find it. 

Senator Hii. Would it be about 500 miles or more? 

Mr. Sporn. It could be of that order. 

Senator Hitz. It could be 500 miles or more? 

Mr. Sporn. Yes. 

Senator Hix. Distance is quite an item in transmission, is it not? 

Mr. Sporn. Yes, sir; it is. 

Senator Hrrx. You have a lot of wastage if you go too far? 

Mr. Sporn. There are losses and there is expense, Senator. 

Senator E.ttenper. What is the nearest place where you could con- 
nect with TVA? Is it Memphis? 

Mr. Sporn. No. We are already connected with TVA, as I testified, 
at several points in the vicinity of Bristol, Va., and at Pineville, Ky. 

Senator E.utenver. How far is that from this plant that is contem- 
plated to be built ? 

Mr. Sporn. Bristol is about 110 miles by transmission line from our 
nearest generating plant, and about 145 miles from our next nearest 
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generating plant. If, however, you are referring to the site I said 
we were studyi ing in the Clinchfield area, the distance to Bristol would 
be in the order of 20 miles. 

Senator E..tenper. The problem of integration could easily be 
worked out, do you not think so? 

Mr. Sporn. I think as far as the supply of the amount of power of 
the order that I have indicated to the northeastern Tennessee area, 
I would think that could be worked out; yes, sir. 

Senator Hrii. What area did you say, Mr. Sporn ‘ 

Mr. Sporn. Northeastern Tennessee. 

Senator Hix. So far as that area is concerned ¢ 

Mr. Sporn. That is the only area where we really are contiguous 

o TVA. 

Senator Hix. That is really the only area that you could get power 
in at anything like a reasonable basis, is that right ? 

Mr. Sporn. I think that is the only area w here I can speak offhand 
that we could furnish a block of power of substantial proportions, and 
the problems beyond that become more difficult for our system. 

Senator Hiiu. Do you have that power today ? 

Mr. Sporn. We do not have it today, but we expect that we will be 
in very good shape very close to the end of this year, and certainly by 
early next year, Senator. 


OFFER TO SELL TVA POWER 


Senator Hiiu. Have you made any offer to the TVA to sell them 
any power? 

Mr. Sporn. We have made no offers to sell them any power. 

Senator Hux. No offer of any specific amount that you would sell 
them ? 

Mr. Sporn. I am not sure I understand the question. 

Senator Hitz. You made them no offer of any specific offer of 
power. 

Mr. Sporn. We made them no offers. We are at the present time 
-arrying out, so far as I know today, economy interchange with TVA. 
We furnish them power at night and they furnish us some power in 
the daytime. 

Senator Hitz. That is just a natural interchange of two systems 
close together. 

Mr. Sporn. This is what we are currently doing on a day-to-day 
or week-to-week basis. 

Senator Hii. You have no power today to offer them? 

Mr. Sporn. We have no large blocks of power that we could take 
on today for delivery today. 

Senator DworsHak (presiding). Does that complete your state- 
ment, Mr. Sporn? Your time has expired. 

Mr. Sporn. Yes. 

Senator DworsHaxk. Thank you. The next witness is Mr. R. B. 
Wilson, president, Mississippi Power & Light Co. 

Senator Ropertson. May I ask that each one of these witnesses be 
given their 10 minutes to present their information without interrup- 
tion, and then they will answer questions. 
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Proprosat tro TVA 


STATEMENT OF R. B. WILSON, PRESIDENT, MISSISSIPPI POWER & 
LIGHT CO., JACKSON, MISS. 


GENERAL STATEMENT 


Mr. Wixson. My name is R. B. Wilson. 

Senator Hitz. I understand that will be the procedure with all wit 
nesses, Mr. Chairman. 

Mr. Witson. I am vice president of the Mississippi Power & Light 
Co. The Mississippi Power & Light Co. is a part of the Middle South 
Utilities, Inc., which operates in the States of Mississippi, Arkansas, 
and Louisiana. We operate adjacent to the TVA territory in north 
Mississippi and in eastern Arkansas. I speak for the Middle South 
group as a whole. 

I think, Mr. Chairman, to be brief as possible in this matter, that I 

can best explain our position by reading a proposal which has been 
made to TVA by our company. This is a letter addressed to Mr. 
Wesenhower, manager of power, Tennessee Valley Authority, Chat- 
tanooga, Tenn. 
Since my last letter to you and our telephone conversation of June 4, we have 
been giving considerable thought to the matter of supplying TVA with power. 
In the light of recent developments, particularly in the hearings before the House 
subcommittee and in the Memphis press, we feel that in order to clarify our 
position in this matter that a written definitive proposal is in order, and we 
will therefore offer to supply you at the points of interconnection between our 
systeivs presently existing, and as may be further agreed upon, item 1, firm 
power. Subject only to the uncontrollable forces as defined in article 8, para 
grapl 8.1 of our existing contract, we will contract for any desired amount 
to supplement your generation now and later. Specifically, 100,000 kilowatts, 
being the approximate amount deliverable through existing interchange con 
nections, commencing January 1, 1954, or at such earlier date as the Delta 
steam clectric generating station may be placed in commercial operation. An 
additional 100,000 kilowatts commencing as soon after January 1, 1954, as the 
necessary transmission lines can be built. Such additional amounts of power 
as you may be willing to contract for from time to time, commencing as soon 
as the necessary facilities can be constructed. 

Price to be approved by the Federal Power Commission. Term of contract, 
20 years or longer. 


} 


In order to conserve time the second offer is for an interim supply 
of power or an offer to supply surplus power in which I do not know 
whether the committee is interested at this time. 


OFFER TO SUPPLY FIRM POWER 


If you elect a contract for firm power from presently or expected excess 
capacity on our system, it will be necessary for us to supplement this with other 
facilities for the protection of our own customers. Accordingly, this portion 
of our proposal must receive prompt consideration because such capacity as 
offered is subject to prior sale. If we have failed to anticipate your needs 
correctly, we will be glad to negotiate for any type of service you may require 
adjacent to our service area. We stand ready at any time to prepare a formal 
schedule and/or to amend the existing contract to include any of the foregoing 
items which you may elect. 


That, gentlemen, in simple terms is an offer to supply any amount 
of firm power in the area adjacent to our company which TVA might 
wish to contract for. 
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Senator DworsHaxk. You did not mention any rate that might be 
considered, Mr. Wilson. . 

Mr. Wirson. The rate, as I mentioned, would be subject to the ap- 
proval of the Federal Power Commission, and basically it would be 
such a rate which would be sufficient to cover the cost of generation 
and transmission, which would include the taxes that we ay and 
the cost of money devoted to that purpose. As far as the specific 
rate is concerned, I do not think we can determine that until we know 
just exactly the type of power, the characteristics of the load, the 
facilities needed, the points of delivery, and a number of other things. 

Senator Roperrson. Mr. Wilson, the previous witness said that by 
late this year or early next year his company could furnish in the 
Bristol area 200,000 kilowatts. What he puts into the Bristol area 
the TVA would not have to transmit from some southern powerplant 


up to the area. You are in the southern end, and you say immediately 
you could give them 100,000 kilowatts, by January you « uuld give 
them 200,000 kilowatts. That makes 400,000 kilowatts. 

Then I understand you co ild give them another 50,000 kilowatts 


if they could use it, and need it? 

Mr. Wirson. I said, sir, that our offer provides that by January 1 
or possibly sooner we can supply 100,000 kilowatts of firm power. 
A short time later, as soon as certain transmission facilities can be 
built, we can supply another 100,000 kilowatts. 

Senator Roserrson. That makes 200,000 kilowatts. 


Mr. Wiitson. Yes, sir. 
PRODUCTION OF FULTON PLANT 


Senator Rosertson. This Fulton plant will produce an estimated 
450,000 kilowatts. Would your company be able to furnish by the 
time we could get the Fulton plant built, and in operation, the extra 
50,000, or is there some other company that could come in and help 
out on that? 

Mr. Witson. Our company would be willing to contract to furnish 
the 450,000 kilowatts. 

Senator Roserrson. That is what we need. 

Mr. Witson. By 1956, which I understand is the critical year. 

Senator DworsHak. All of your power generating is steam ? 

Mr. Wuson. Yes, sir, except for a very small amount in Arkansas 
which is hydro. 

Senator Hm. Mr. Wilson, did you have an answer to that offer that 
you made to TVA that you read to us? 

Mr. Wiison. We have had a reply to our letter, but the offer has not 
been accepted. 

Senator Hitz. Would you read the reply to the letter? 

Mr. Wison. I have probably run over my 10 minutes. [Reading:] 


This is acknowledgement of your letter dated June 12 which you handed us 
yesterday in confirmation of our discussion. Your letter and the discussion 
brought out the following points: 

You characterized your letter of June 12 as making more specific the offer 
contained in your letter of May 13. That letter carried the impression that 
100,000 kilowatts of firm power from the Middle South system would solve the 
problem of power supply to west Tennessee and northeast Mississippi for a great 
many years to come. You now say that your letter of May 13 was not intended 
to carry that meaning. At any rate, I believe we are now all agreed as a result 
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of our discussion that TVA is faced with the necessity of providing much larger 
blocks of power and with providing it in the most economical way. 

Your letter of June 12 says that in the light of recent developments, and par 
ticularly the hearings before the House Appropriations Committee and Memphis 
press reports, you feel that you should clarify your position and make a definitive 
written proposal. Nevertheless, your letter fails to state any price for firn 
power, nor were we able in the course of our discussion to secure from you eve! 
a rough estimate of what the price would be. 

Although we could not draw from you any expression whatever as to the price 
you have advised us that in order to make any firm power available to TVA 
you would have to have an immediate commitment on our part so that construc 
tion of new facilities could be started. Because of the limited reserves of the 
Middle South system you cannot comply with our request for an offer of firm 
power under a short-term contract to help us meet the interim power require 
ments of AEC. Your campany would have to build a new generating capacity 
and the full amount of any firm power supplied TVA and for this reason you say 
you must have a commitment from TVA for 20 years or longer. 


TEMPORARY POWER 


The next paragraph has to do with temporary power, and I will 
skip that if it suits you. 

Senator Hiix. I want the next paragraph read. 

Mr. WILson (continuing) : 

Reverting again to price, you are unwilling to say even that you could sell 
firm power to TVA at a price of $1.50 per kilowatt per month, which was ap 
proximately the price you quoted for nonfirm power which we pointed out would 
be half again as much as the price which TVA resells the power to municipalities 
and cooperatives. 

Inasmuch as the capacity of our existing interconnections is limited to approxi- 
mately 100,000 kilowatts, all of which is usefully employed in economy inter- 
change between our 2 systems, the delivery of any substantial blocks of firm 
power would require new generation. Your proposal would involve heavy cost 
of transmission. As you stated in your testimony before the House subcommittee, 
generating capacity should be located as close to the major load centers as 
practicable in order to minimize energy losses in transmission. The price at 
which you sell nonfirm is higher than you charge us for power you sold us last 
year for delivery to AEC. At a load factor of 50 percent, for example, the 
price would be well over 7 mills per kiolwatt-hour. You expect this price to 
increase between now and 1956, because of the application of the fuel clause. 
As to the nonfirm power, we may have some use for it as a source of interim 
power for AEC during the coming winter. As for firm power we would of course 
be willing to consider any offer you made, but an offer without a price is not an 
offer. Our discussion certainly suggested no basis for any hope that we could 
buy power from your system remotely comparable with the cost of providing 
power from the new stations in our own system. 


Senator Hm. Do you have anything to say about what the price 
would be? 


DETERMINING RATES 


Mr. Wiuson. I can say, sir, that selling power is somewhat similar 
to the cost of building a house. We do not know what the cost of a 
house is until we know the specifications. We cannot determine the 
price of this power until we know all the characteristics and other 
factors involved in the production and delivery of it. 

Senator Hitz. You could offer to sell them so much power at such 
and such a price, could you ¢ 

Mr. Wixson. If we know exactly what that power is, where it would 
be delivered, the term of the contract, the characteristics of the load, 
and a number of other things would have to be considered. 
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Senator Hiri. But you have no suggested price at all to make this 
morning ¢ 

Mr. Witson. We have stated in our proposal that che rate would be 
subject to FPC approval. 

Senator Hix. Of course, FPC approval does not mean waat the 
price would be. 

Mr. Witson. No, but it is subject to a regulatory authority which 
would assure a fair price. 

Senator Hizi. But it might be a high price or it might be a low 
price, might it not ? 

Mr. Witson. I could not say. 

Senator Hir1. This new capacity that you contemplate building, 
would you ask for tax amortization on that facility? 
Mr. Wuson. On this new capacity that we contemplate building? 
Senator Hin. Yes. 


TAX AMORTIZATION 





Mr. Wuson. I could not say at this time. 

Senator Hix. You do not know now whether you would ask for 
tax amortization or not? 

Mr. Witson. No, sir. 

Senator Hitt. You might well do so. You would not want to 
commit yourself not to do so? 

Mr. Witson. That depends on the circumstances surrounding the 
construction and the oes for that power for the defense effort. 

Senator Hitz. You would have to build considerable new generat- 
ing capacity. 

Mr. Witson. Depending on the amount of power contracted for. 

Senator DworsHak. Do you have any surplus power now? 

Mr. Wuson. We will have surplus power around January 1. 

Senator DworsHak. How much? 

Mr. Wutson. We will have over 200,000 kilowatts. 

Senator Hitz. What did you have in mind to do with that 200,000 
kilowatts? You do not just build facilities of 200,000 kilowats with- 
out having a pretty reasonable plan where you are going to sell it. 

Mr. Witson. We have in mind that it could be sold. 

Senator Hii. You have in mind it could be sold? 

Mr. Wuson. That there would be a market for that or we never 
would have built it. 

Senator Hix. In other words, you think pretty definitely there is 
a market for it. 

Mr. Witson. We do feel definitely there will be a market for it. 
Sentor Huu. In other words, not only a market, but there is a 


need for it ? 
Mr. Wuson. If there is a market for it, I would assume there 


would be a need. 
Senator Hiiu. And you are not talking about selling it to the TVA. 
Mr. Witson. We are in the power production business, and that is 
our business, to produce and sell power. Under the proper terms and 
conditions, we will sell power to anyone who wishes to buy it. 
Senator Hitt. Mr. Wilson, you testified before the House Appro- 
priations Subcommittee on this very matter, did you not? 
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Mr. Witson. Yes, sir. 
Senator Hiri. That was not many days ago, was it? 

Mr. Witson. It was some time in the latter part of May, I think. 
Senator Hixx. I turn to page 227 of those hearings; Congressman 
Andrews asked you this question : 


SURPLUS OF POWER 


At the present do you have any surplus of power? 
Your answer : 
When our present production schedule is completed by the end of this year 
we will have some surplus power. Of course, it was built to serve our own loads 
and not to serve any outside loads, and of course we expect it will be available 
until our own loads require it. 

Mr. Wirson. That statement was with reference to the furnishing 
of some interim short-term power. We would not commit our surplus 
or our capacity to a short-term contract in an area outside of our own 
territory. We are willing to contract for that surplus capacity on a 
long-term basis. 

Senator Hiri. This answer of yours had no reference at all to this 
200,000 kilowatts you were just talking about ? 

Mr. Witson. I do not follow the quest ion, sir. 

Senator Hii. You said you are going to have a surplus on January 
1, did you not ? 

Mr. Wirson. Yes, sir. 

Senator Hii. Does not this answer apply to that surplus ¢ 

Mr. Wirson. That is the same surplus. 

Senator Him. That is what I thought. 

Senator Roserrson. As I understand, you would be willing to com- 
mit that on a long contract, but not an interim contract. 

Mr. Wrtson. We offered to sell that surplus power on a short-term 
basis suhject to the needs of our customers. We offered to sell it on 
a long-term basis on a firm contract. 

Senator Hitt. When you say a long-term contract, you mean 20 
years ¢ 

Mr. Witson. Twenty years or longer. 

Senator Hitz. But if you sold it on a lesser term, then it would be 
subject to recall by you. 

Mr. Witson. To meet the requirements of our own customers. 

Senator Hinz. If your own system needed or demanded it at any 
time, you could take it back? 

Mr. Witson. Yes, sir. But on a long-term basis we would propose 
to build facilities to replace that capacity. 

Senator Hirx. And that would be for at least 20 years. 

Mr. Wuson. Yes, sir. 

Senator Dirksen. Mr. Wilson, notwithstanding the fact that you 
may or may not ask for tax amortization, you do pay taxes on your 
plants, do you not? 

Mr. Witson. Yes, sir. 

Senator Dirxsen. So long as they exist, and so long as they 
function ? 

Mr. Witson. That is correct, sir, 














in 








SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 265 














ESTIMATE OF TAXES PAID 









Senator Dirksen. First of all, do you have in mind an overall 
estimate of the taxes that you pay locally, State, and national ? 

Mr. Winson. My recollection is that we pay something like 23 cents 
cut of every dollar we collect. I think that amounted to some $5 
million last year. 

Senator Dirksen. How much does TVA pay on its steam plants ? 

Mr. Wixzson. I do not know, sir. 

Senator Dirksen. Does it pay any? 

Mr. Wirson. I am not qualified to answer that question. 

Senator Dirksen. Mr. Wilson, anybody can give away power, can 
they not ¢ 

Mr. Witson. Yes, sir. 

Senator Dirksen. If they can play with Federal money. 

Mr. Witson. Yes, sir. 

Senator Dirksen. When it comes to the Federal Power Commis 
sion, it is a reasonable assumption that they take into account in the 
making of a rate re production cost or any other formula that they 
use, and then all other cost factors and whatever the rate is, it is a 
reasonable rate that would be reasonable to the company, to its stock- 
holders, and also to the consumer. 

Mr. Witson. Yes, sir. 

Senator Dirksen. Nobody can ask much more than that, can they, 
if a Federal agency does it ? 

Mr. W ILSON, T hat is right. 

Senator Dirksen. If you were to build the Fulton steam plant, 
and 7, A woule | bui lk | it, could you build it as cheaply “as TVA? 

Mr. Wixson. The construction costs of the plant, I should not think, 
would be any different. 

Senator Dirksen. Could you build it as quickly as TVA? 

Mr. Wutson. Yes, sir. 

Senator Dirksen. Is there any reason why you should not probably 
build it quicker ? 


Mr. Wirson. We could build it at least as quickly. 






































DISCUSSION REGARDING POWER DEPARTMENT HEAD OF TVA 














Senator Hitt. Mr. Wilson, do you know the head of the power 
department of TVA? 

Mr. Wison. Yes, sit 

Senator Hitz. Do you think he is an able power system manager 

Mr. Witson. I have a very high regard and high respect for him. 

Senator Hitz. Do you think he is as capable as most power system 
managers In estimating power requirements ¢ 

Mr. Witson. I think he is a very capable man; yes, sir. 

Senator Dirxsen. I have one other question. 

Mr. Wilson, what do you pay for borrowed money ? 

Mr. Wirson. The current rate of interest on utility bonds is of the 
order of 414 to 414 percent. Our capital ratios, me h are required 
by the Securities and Exchange Commission, call for about 60 percent 
of bonds, and the balance in equity money. The eenits is obtained in 
the open market in competition with all other businesses. 
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Senator Dirksen. What is paid on money used for TVA instal 
lations ¢ 
Mr. Witson. I do not know that I am qualified to answer that, sir 
Senator Dirxsen. It would be the going Federal rate, would it not? 

Mr. Wirson. I should think so. 

Senator Dirxsen. And that could run from 2 percent to 25, and 
probably not over 314. I defer to my distinguished friend, Senator 
Robertson. 

Senator Ropertson. The Treasury money for a long time was 2 
percent money. It is higher now. 


Mr. Witson. Yes, sir. 


SALES 





ro 





TVA 





Senator Hitt. May I ask one more question. 
much power in the past ? 

Mr. Witson. Yes, sir. We sold quite a bit. 

Senator Hii. That would indicate that they had no surplus of 
power down there. 

Mr. Witson. Who has not had any surplus? 

Senator Hitz. TVA has not had any surplus. 

Mr. Wirson. We have sold them quite a block of power which we 
understand was primarily for use at the AEC plant. 

Senator Hirt. They would not buy power from you if they had 
their own power ¢ 

Mr. Wuson. I would not think so. 

Senator Hitz. That would indicate that they had no surplus power. 

Mr. Wirson. Yes, sir. 

Senator E.rtenper. At what rate did you sell that power? 

Mr. Wuson. That rate, sir, I cannot quote at the moment. It has 
been a varying rate. We had a contract with them that was on the 
basis of, I think, $42 per kilowatt-year for 30,000 kilowatts, and pos- 
sibly $38 per kilowatt-year for 30,000, and then a two-part rate for 
the excess over that. 

Senator Exrenper. How did that price compare with what they 
sold power at ¢ 

Mr. Witson. I do not know, sir. 

Senator Ernenper. Excluding the tax feature, how much more or 
less would it cost you to produce power than it would cost TVA ? 

Mr. Wutson. Excluding the tax feature, and the cost of money, I 
should think our costs would be comparable. 

Senator E_tenper. Thank you. 

Senator Dworsnax. Thank you, Mr. Wilson. 

The next witness is Mr. R. M. Watt, president of the Kentucky 
Utilities Co. of Lexington, Ky. 

Apparently he is not here. Mr. L. V. Sutton, president of the 
Carolina Power & Light Co., of Raleigh, N. C. 

Senator Rozserrson. I want to say that, Mr. Sutton, everybody 
mourns the passing of your friend and our friend, Senator Willis 
Smith. He was a grand man, and we shall miss him. 


Have you sold TVA 
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STATEMENT OF L. V. SUTTON, PRESIDENT, CAROLINA POWER & 
LIGHT CO., RALEIGH, N. C. 


GENERAL STATEMENT 


Mr. Surron. We will all miss him. The State will miss him greatly. 

My name is L. V. Sutton. I am president of the Carolina Power 
& Light Co., an investor-owned utility company serving parts of the 
States of North and South Carolina with electric power. We havea 
direct interconnection with TVA, and we have other indirect inter- 
connections through other utility companies that are connected with 
TVA. In the event TVA needs dependable power and energy Caro- 
lina Power & Light Co. is able and willing to finance and construct 
facilities to furnish power and energy to TV A. 

Carolina Power & Light has at all times stood on its own feet and 
pays taxes in large amounts at the Federal, State, and local levels. In 
order to supply power and energy on a satisfactory basis at the lowest 
possible cost to the purchaser, an equitable arrangement could be made 
between the two parties which would include a contract of sufficient 
length to enable the new facilities to be financed on a reasonable basis, 
and the charges for power and energy should be sufficient to cover a 
reasonable return on the investment. 

I am here in response to a telegram from the chairman of your com- 
mittee as to any information that we may have on the matter of power. 
Our company’s business is the manufacture and sale of electric power. 
Of course, we are ready and able to sell power to anyone who wishes 
to purchase it. 


QUESTION OF FUNDS FOR FULTON PLANT 


Senator Roperrson. As the chairman stated at the opening of this 
hearing, the immediate issue before this committee is whether or not 
Congress should appropriate for the construction of a steam plant 
called the Fulton plant at Memphis to generate an additional 450,000 
kilowatts of power that TVA said was needed. He stated that he 
wanted information from private utilities of that area as to whether or 
not they were ready, able, and willing to furnish power on a long-term 
basis at reasonable rates. That is the reason he invited, as I under 
stand, you and several others to come and give the committee that 
specific information. 

Mr. Surron. Our property is located on the opposite end of the 
TVA territory from Memphis. We are on the extreme eastern end 
of the territory. But as I stated, we have some small amount of 
reserve power at the moment, and we are putting in plants, and we 
are willing to put in plants and sell power on a fair rate to anyone 
who wishes it. 

Senator Hiiu. Mr. Sutton, what would be the transmission distance 
from your new generating plants that you are building to Memphis? 
It would be 500 miles or more? 

Mr. Sutron. I would say it would be more than that. 

Senator Hitz. It would be more than 500 miles? 

Mr. Sutton. Yes, sir. 

Senator Hitn. You could take care of Virginia ? 
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Mr. Surron. Yes, without any trouble for a small area. 

Senator Hii. Do you know Mr. Wessenauer ! 

Mr. Surron. Yes. 

Senator Hiti. Do you think he is an able power manager ? 

Mr. Sutron. Yes. 

Senator Hiri. Do you think he is as capable as most power system 
managers in estimat ing power requireme nts ¢ 

Mr. Surron. I think he could estimate them as well as anybody else 

Senator Hiv. As well as any other manager? 

Mr. Sutton. I think he could. 

Senator Hitt, Thank you, sir. 


CAPITAL INVESTMENT AND PLANTS OPERATED 


Senator Dirksen. How large is your company? What is its capital 
investment and how many plants do you operate? 

Mr. Sutton. We will have a capacity of about 1 million kilowatt 
when the plant we now have under construction at Wilmington is 
completed. ‘That is in 1955. We have on order another 125,000 kilo 
watt-unit which we hope to have in the following year, 

Senator Dirxsen. That makes how many plants? 

Mr. Surron. We will have four modern steam plants when this othe: 
one is completed. We have 3 at the present time. Then we have 3 
efficient fairly large hydroelectric plants, and then a number of small 
hydro and steam plants, 

Senator Dirksen. You are in a position to expand, if there are addi- 
tional power needs in the area that you serve, at the present time? 

Mr. Sutron. Yes; we are. 

Senator Dirksen. Do you pay taxes on all your plants? 

Mr. Surron. We pay taxes on all our plants and on our company 
businesses. The taxes we paid to the Federal Government, State 
local levels ran about 23 cents out of every dollar we took in. 


, a 


TAXES PAID 


Senator Dirksen. In the aggregate how much taxes did you pay 
dollarwise ¢ 
Mr. Surron. In the neighborhood of $11 million for the last 12 


A 


months. 

Senator Dirksen. You mentioned the connection with TVA. What 
is the nature of that connection ¢ 

Mr. Sutron. We have a hydroelectric plant of 125,000 kilowatt 
capacity located on the extreme western end of our system just across 
the line from Tennessee. We have a transmission line there that 
runs into the eastern part of the TVA system. Over that line up until 
15 years ago we supplied service to the city of Knoxville and the 
surrounding territory. That contract was canceled mutually about. 15 
years ago when TV A got its plants in operation. 

Senator Dirksen. Your company built this hydroelectric plant ? 

Mr. Surron. Yes. 

Senator Dirksen. You pay taxes on it? 

Mr. Surron. Yes; we pay taxes on everything we have. 

Senator Evirenper. At what point does your system make contact 
with that of TVA? 
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Mr. Sutron. We have this Walters hydroelectrice plant of about 
125,000-kilowatt capacity on the extreme western end of the State, 
and TVA’s lines come into the plant which is right on the border. 

Senator ELLeENpDER. Where does TVA obtain its power in order to 
serve the people that are within that area where you are close to 
them ¢ 

Mr. Surron. That plant is probably within a couple of hundred 
miles. 

Senator ELtenper. I do not mean your plant. Where does TVA 
obtain its power to serve the people in the territory nearest to you! 

Mr. Sutron. I would say from its integrated system. But of course 
the plants that are most used are the plants in that general] location. 

Senator ELLENDER. You still do not make it plain to me. 

Senator Rosertson. How far from Bristol is the closest power plant 
of TVA? 

Mr. SurTon. L do not know. The Norris plant is on the other side 
of Knoxville. 

Senator ELLenper. Would that be midway between the point where 
you connect and Memphis? 

Mr. Sutrron. No. 

Senator ELLENDER. How is that? 

Mr. Sutron. I would say Knoxville is in the neighborhood of 35 
or 40 miles from this plant. I think the Norris plant is about 10 or 15 
miles north, and west of Knoxville. Of course, Memphis is some 400 
miles west of Knoxville. 

Senator Exienper. If there were a desire on the part of TVA to 
exchange or sell power where your plant is nearest to its territory, 
would it not be possible for TVA to divert the power that is used in 
your territory to supply others to the west, and thereby in the same 
way get closer to Memphis where this huge amount will be necesary in 
1956 ¢ 

Mr. Sutton. I hesitate to say what another person can do, but I will 
say it looks reasonable. 

Senator ELLEND! R, It could be clone. You have had a lot of ex 
perience in the power business, I suppose. 

Mr. Sutron. Yes. 

Senator E.ienper. If you have reached the goal you have now 
attained. 


REFERENCE TO ARTICLE IN READER’S DIGEST 





Mr. Surron. We have done a lot of that in our territory. 
Senator Hiri. Mr. Sutton, the current Reader’s Digest has an article 
captioned “Trust Uncle Sam To Get You a Power Shortage.” “Ws 


Can Regularly Expect Power Shortages in the TVA Area.” Would 
you agree with that statement ? 
Mr. SUTTON. I think there is an element of truth in that statement, 


Senator Hin. If that be true, that means that TVA is not creating 
a surplus. 

Mr. Sutton. I will say that I think the Interior Department under 
the Honorable Mr. ( ‘hapman tried to create the impression ofa powel 
shortage over the past years. 

Senator Hinz. I was not talking about Mr. Chapman or the Depart 
ment of Interior. I was talking about TVA. This article did not 
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say anything about the Department of Interior. It spoke about TVA 
It said that the TVA soul regularly be expected to have a shortage ir 
itsarea. I asked you whether you agree with that. 

Mr. Surron. Senator, I am not familiar enough with the TVA 
system to make an answer to your question. 

Senator Hix. Surely if it did have shortages, that would mean that 
it was not creating a surplus, would it not? 

Mr. Surron. It would seem that way. 

Senator Hriu. And if that were not true, then the article might well 
be just inaccurate propaganda against TVA, is that right? 

Mr. Surron. Of course it could be if your assumptions are correct 

Senator Hm. You made no predictions about TVA having a 
surplus. 
Mr. Sutron. No. 
Senator Hm... Or shortage, either. 
Mr. Sutton. No. 











TAX AMORTIZATION 








Senator Hitt. 
amortization ¢ 

Mr. Surron. We have on several of the units that we have put in. 
We did not ask for all of them. We took the position that those that 
we would construct under the normal growth of the company we 
would not ask for it, but those that we constructed which were for an 
abnormal growth and might be likened for defense, we asked for those 
and were granted tax amortization part of the cost. 

Senator Rosertson. Without endorsing the philosophy of William 
Hard, referred to by the distinguished Senator from Alabama, as to 
how TVA could create a power shortage, and without admitting that 
it is pure propaganda, I ask unanimous consent that the article be 
printed in the record at this point. It is very short. It is from the 
Reader’s Digest of July. 

Senator Dirksen. Without objection, it is so ordered. 

(The article referred to follows:) 





Mr. Sutton, on your construction do you have tax 





How THE GOVERNMENT HAs BEEN SEEKING To Burtp a Monopoty WirH BELow 
Cost ELectriciry—Trust UNCLE Sam To Get You A POWER SHORTAGE 










(By William Hard and Charles Stevenson) 








There are two areas in the United States that most particularly are always 
having power shortages. One is the area in the Southeast dominated by the 
electric system of the Federal Government’s Tennessee Valley Authority. The 
other is that part of the Columbia River Basin, in the Pacific Northwest, domi 
nated by the Federal Government's Bonneville Power Administration. 

The Columbia is a much mightier river than the Tennessee. It is much mor 
capable of producing abundant power. It serves a region second to none for 
macnificence, So let us concentrate upon it. It is a star national less n 

Imagine yourself the boss of the Bonneville Power Administration. In 1937 
you are made selling agent for all the electricity from Federal dams con 
structed—or to be constructed—on the Columbia River or its tributaries. In 
1939 you begin selling from your first dam, Bonneville, on the Columbia between 
Oregon and Washington. In 1941 you begin selling from your second dam. the 
titanic Grand Coulee, also on the Columbia, in Washington. 

You don’t have to be much of a salesman to get customers. You are selling 
below-cost power. In the case of a privately owned electric company taxes are 
a necessary—and a considerable—part of cost. But you pay no taxes what 
svever, either Federal or local. 
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In 1941 you sell a billion kilowatt-hours of electric energy In 1943 you 
5 billion; in 1945, 8 billion. But in 1946 you cannot meet the demands of your 
ustomers. And you announce another power shortage in 1947, ancther in 
i948, still another in 1949. 

[he owners of a private utility would be dismayed. But you simn!ly rush to 
Washington and roar to Congress: 

“See my power shortage? Build me more dams.” 

And Congress, bit by bit, seems to oblige. After a while there are 11 addi 
tional dams being started on the Columbia and on its tributaries, in Montana 
and Idaho as well as in Oregon and Washington. Your domain is now becoming 
eally imperial. But within it, to your horror, there are a half-dozen private 
electric companies. To you they are nasty local monopolies. You aspire to 
enlarge, as fast as possible, into one great noble monopoly 

Under Federal law, in selling your electricity. you must give a preference to 
local electric agencies owned and operated by local governments. In Ure 
and Washington there are local governmental units, known as public util 
districts, that deal in light and power. A great thought occurs to you 

“If I can enlarge the number of these public utility districts, I car 
my sales.” 

Ispite recurrent shortages, you send your agents to locality after 
and say: 

“You are now served by a private electric company which generates and dis 
tributes its own power and also distributes the power I sell it. But I am not 
certain of having power to sell to that private company I am thinking of 
cutting it off. I prefer to sell to a public agency Want to be sure of gettin 
electricity? Make yourselves into a public utility district, install a local dis 
tributing system, and buy your power wholesale from me.” 

Thus you move toward cripping the private electric companies and toward 
enlargiug your own sales—and shortages. 

But your thirst for overselling the beneficence of the Federal Government is 
not yet quenched. Your original mission was to sell electricity to local public 
acencies for distribution particularly to householders and farmers. You wer: 


to rescue the domestic and rural consumer from the grasp of profit-seeking 


private electric companies. But now you deliberately use your bait of below 
cost power to attract into your area profit-seeking manufacturing corporations 
A profit-seeking manufacturer of electricity is horrid. A profit-seeking manu 
facturer of aluminum is, somehow, nice. 

So, presently, you have as the objects of your bounty the Aluminum Corp. of 
America, the Kaiser Aluminum & Chemical Corp., and the Reynolds Metals 


¢ 


the biggest 


(aluminum) Co. A ton of aluminum, as it comes into being, is 
eater of electricity known to man. Yet, despite your shortage of power, you 
try to supply the electricity for about half of the pig-aluminum output of th 
country. 

After a while you are getting about 45 percent of your revenue from aluminul 
and other manufacturing enterprises. 

Then in 1950, because of a continuous power shortage, the Assistant Secretary 
of ‘he Interior comes to the Northwest and says: 

“No new industries can get power in this area.” 

However, because of Korea the country needs still more aluminum. The bus 
nessman who heads the Defense Power Administration, operating within the 
Interior Department, holds that it will be dangerous to put more aluminw 
facilities into the power-short Pacific Northwest The aluminum companies 
themselves prefer the Southwest, with its surplus supply of natural gas for fue 
But they reckon without Washington politics 

The Secretary of the Interior of 1951 is a vigorous proponent of Federal publi 
power. He wants the new aluminum production to go to a Federal public-pows 
area. Thereupon he overrules everybody and orders the new production 
188,000 tons of it—into the Pacific Northwest. 

As boss of the Bonneville Power Administration, you get this news at a moment 


when you are heading toward the climax of your power shortages In the 

of 1951 you have to cut your service to industrial customers by hundreds of thou 
sands of kilowatts. The voltages at your major substations drop to 75 percent 
of normal. Some aluminum loads have to be dropped And for a time the 


Atomie Energy Commission’s Hanford plant in your area has to be complete 
shut down. 


35308—53— 18 





SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


The trouble is that vou have oversold the normal flow of the Columbia Rive 
“The difficulty is that loads are beyond supply; we have to have substantia 
better than median flow to overcome the shortage,” you confess to the press 

So what do you do? In 1952 you get yourself two more aluminum customers 
the Anaconda Co. in Montana and the Harvey Co. in Oregon. 

Then the Columbia really balks. In the winter of 1952-53 the lights on a lot 

treets go dim. The aluminum companies have to reduce their output by 
million pounds a day. The Defense Electric Power Administration has to ft 
all major consumers to cut down their power use by 10 percent. Many employee 
are laid off. 

Citizens begin to ask why those new dams of yours don’t get completed 
Jones, the chairman of the utility committee of Seattle, which has an outstandin 
public electric system, says: 

“The Federal Government has taken on the responsibility of developing f1 
Columbia River water resources, By doing so, it has made it difficult for ou 
non-Federal agencies to finance new projects. * * * tut for 6 years we ha 
watched the continuous delays in Federal dam construction.” 

It is embarrassing. You ean only explain that Federal dams will always 
behind the growing power demands of any region they dominate 

First you must ge your dam authorized. To do so, you must do a lot of lobl 
ing in Washington You must survive the scrutiny of the Budget Bureau 
of House and Senate committees; you must survive debates on the floor of bot 
Houses. All this sometimes takes years—and you have only begun 

You must next get an appropriation. Many dams have been authorized f 
vears without getting an appropriation Again you brave the Rudget Burea 
and committees of Senate and House Again you anxiously coach your legis! 
tive friends on what to say in congressional debates. In the end, perhaps, y 
get your appropriation. 

tut you do not get an appropriation for all the time it takes to build the dam 
No! You have to get a new appropriation every year. Every year you hav: 
to sweat in the old treadmill. And you virtually never get the amount of mone, 
you need. 

So now you have a really bright idea. Besides the 11 dams under constructi 
in your area, you have 12 dams authorized. You have failed to get appropr 
tions forthem, Forget them. You need something new and spectacular to make 
vou again the savior of the Pacific Northwest. 

You look eastward into southern Idaho, and see the Idaho Power Co., whi 
furnishes power to 99 percent of the farmers in its area. It is a very annoying 
company It never has a power shortage, never It has built 17 power dams 
in the Snake River. Its policy is to expand in harmony with the area’s expat 
ing economic needs. So it has applied to the Federal Power Commission for 
license to spend $130 million of its own money for new dams, svid license to la 
for 50 years, during which these dams would produce almost half a billion dollars 
in taxes for the Federal Government and for Idaho 

Wicked. Another grab bv the Power Trust. Yon denounce it and counter 
attack. You—that is. the Federal Government—will build a new dam in the 
Snake, in a stupendous gorge called Hells Canyon. It will drown out the pro 
posed new dams of the Idaho Power Co. And what a dam, this new dream dam 
of yours. You spread publicity for it from coast to coast. It will be 1,740 feet 
long, tower 722 feet into the skv. The seeond tallest dam in the universe And 
costing only about half a billion dollars of taxpayers’ money to build and put 
into operation. “Give me that dam,” vou say, “or else by 1960 there will he the 
most gosh-awful power shortage the Pacific Northwest has ever known” 

This vear Hells Canyon is the marching song of the Federal-nower advocates 
in Congress. “If this Administration rejects Hells Canyon,” they intimate, “it 
will prove that it is against the people.” 

Meanwhile, an increasing number of the people in your area are accelerating 
their rebellion against Federal domination. The rebels include many advocates 
of local municipal public power. For instance, the commissioner of Tacoma’s 
municipal electric system asks: “Is Tacoma to maintain an independent position 
in the service of electric energy in its own homes and industries or is it to hecome 
a mere cat’s paw in a gigantic system of Federal power supply under ruies 
dictated from Washington?” 

So municipalities are bypassing you and going to the Federal Power Com 
mission in Washington for licenses to dam neighboring streams So are public 
utility districts. One district is building the Box Canyon Dam on the Pend 
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Oreille. 3ut the truly amazing local ambition is at Priest Rapids on the 
Columbia. 

At that site a Federal dam is authorized and its power is scheduled to be so 
by your Bonneville Power Administration. Sut the Grant County Public Utility 
District now wants to build that dam itself, presumably with the help of other 
neighboring local public and private utility systems. It has applied to the Fed 
eral Power Commission for a license. The project will cost more than $300 
million.. If the plan goes through, Priest Rapids will be the first outsize multiple 
purpose dam ever built by local efforts in the Pacific Northwest. 

And now the State of Washington has passed a law which, from the Federal 
power point of view, is outright sedition. This law, signed by Governor Langlie 
last March, makes it possible for all of Washington’s power agencies, State and 
local, public and private, to work together for regional initiative in promoting 
power development and distribution. 

Will this new machinery of grassroots self-government be able to control the 
Northwest’s power shortages? Several years must pass before we can knov 
the answer. Just one thing is sure: 

Power development by the Federal Government has been guided by Federal 
ambitions, and has been high in promises and low in deliveries 

The only corrective in sight is power development by local people who know 
local needs and who will act in harmony with those needs. 

Meanwhile, down in the Southeast, we Federal taxpayers can continue to 
rescue the Tennessee Valley Authority. 

The TVA is now saying again that it is not able to meet its power demands 
It says that it must double its generating capacity during the next 3 years, with 
large appropriations each year. And then it suavely assures us that at the end 
of those 3 years it will still have a power shortage and still need many more 
millions of Federal money 

So what does it do this year to repel the prospect of shortages? Why, it has 
the same idea that the Bonneville Power Administration has so often had. It 
gets itself a new aluminum customer, the Wheland Co., which will produce 50,000 
tons a year. The TVA will serve the Wheland Co. with TVA-subsidized belo. 
cost power; and its prospective shortages will be gratifyingly greater; and its 
requests for Federal money will become more and more urgent. 

So let’s go basic. The managers of the TVA and of the Bonneville Power 
Administration have been devoted, diligent, and enthusiastic—seemingly over 
enthusiastic—in their selling of cheap power. But suppose they now restrain 
their enthusiasm and become cold, perfect executives. They will still be hand 
capped in comparison with the executives of privately owned companies. Why? 

because their supreme board of directors is the Congress. And the Congress 
can take years to do what the directors of a private company can often do in a 
day. 

The appropriation process of the Congress, we repeat, are characterized by 
protracted hearing and debates, by delayed decisions which must always b« 
behind the rapid, instant needs of a growing business enterprise: and they will 
forever continue to exhibit that tardiness as long as America is America and as 
long as the Congres has not become the blind, dumb tool of an executive autocracy 
Congress was built for political freedom, not for economic efficiency. By its 
very nature it can never display economic efficiency 

So to all regions of the United States not yet dominated by a Federal electri 
light and power system : 

Want a power shortage? You now know how to get it. 


] 





POSSIBLE ABUNDANT POWER SUPPLY 
Senator DIRKSEN. When we took testimony earlier this week ( 
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this matter, it runs in my mind that the testimony indicated that there 


would be an abundant power supply, certainly up to and perhaps 
through 1956, and that thereafter there might be a power shortage, and 
that new steam plants would have to be brought into production t 
meet estimated need of an additional 750,000 kilowatts. 


Now, I think the question is this for the industry generally: Are 
you of the opinion that private utilities have the money, the know-how, 


the disposition to build whatever plants are necessary to supply that 


power need, assuming that the estimate is a firm estimate? 
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Mr. Sutton. I do. I believe we can. 

Senator Dirksen. Is your answer predicated on a general know] 
edge of power needs in that field, and sufficient familiarity with power 
generation in the utility industry ? 

Mr. Sutton. I feel that it is. I base that largely on what we have 
done in the past. 

Senator Dirksen. Would you care to say something at the moment 
about your rates and how they compare with TVA chi arges and then 
you may amplify your answer, and indicate to what extent ‘annual taxes 
of all kinds, and all levels, and other advantages or disadvantages 
might enter into the rate picture? 


COMPARISON WITH TVA RATES 


Mr. Surron. I think our rates are generally higher than TV A rates. 
Our rates compare quite favorably with other taxpaying privately in- 
vestor-owned utilities. We have the item of taxes. We have the cost 
of money. Then we have to handle our costs and charges not as we 
think best, but in accordance with the rules of the Federal Power Com 
mission. Of course, we are under the State commissions also. So our 
costs are determined for us, and we have the costs and we have to 
place them where we are directed to do it. That is one reason why I 
would say that privately owned industries rates would be higher than 
the rates of TVA. 

Senator Dirksen. Do you want to amplify that, and take into ac- 
count the tax feature, and the increased cost of money in the market for 
any expansion activities in which you may engage ? 

Mr. Surron. The tax is a very important element in our cost. When 
you take 23 cents out of the gross dollar that comes in, you will see 
how much that means and if that was carried down through taxes into 
net, say, assuming taxes around 50 percent, you would see how much 
it would mean in our being able to reduce rates. The cost of money 
is this. On A bonds, it is better than 4 percent. Very shortly, if 
not at the present time, preferreds have gone up. Equity will always 
cost you more than preferreds or bonds, and they are going up. 

Senator Dirksen. How long have you been in the utility ‘business 

Mr. Surron. I have been in the utility business all of my life. I 
graduated from engineering school in 1910, spent two years with the 
General Electric Test, and ever since then I have been in the opera- 
tions, construction and management of utility companies in the 
southeast. 

Senator Dirksen. So your observation is that you believe that pri- 
vate companies can and have the capacity to finance whatever powe1 
needs may arise ¢ 


EXPANSION OF PRIVATE COMPANIES 


Mr. Surron. I very de finitely do. I would like to say that since 
V—J Day the privately owned electric industries have carried through 
the greatest expansion of any industry in history. We have taken 
care of the great increasing demand of the industry. There have 
been no short: ages, although they have been claimed at all times. I 
think they are doing a good job. We have established credit in the 
financial markets and I believe we will be able to raise the money we 
need to continue the job we carry on today. 
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Senator Dirksen. You have nothing to hide in the operation of 
your particular business as a part of the electric bidests y. 

Mr. Surron. We have nothing. I think the outstanding fault of 
the utilities is that we have not told our story to the people. I think 
we have done a grand job in operating and holding rates down when 
other costs have gone up and given a grand service and plenty of it. 
But we have not told the man on the street the story. 


REFERENCE TO SAMUEL INSULL 


Senator Rosertrson. I would like to add that you have not operated 
like Mr. Samuel Insull, who gave the industry a black eye and put 
them ina . defer nsive position which is most unfortunate to the opera- 
tors down South. 

Senator Maysank. He did the same thing in South Carolina. 

Mr. Sutron. What company ? 

Senator Maysanx. The old Columbia Company. 

Mr. Surron. Yes, but that isnot my company. 

Senator Maypank. I say it was not. 

Mr. Sutron. That was Associated Gas. 

Senator Maynanx. We started that investigation at Columbia when 
he went away with the proceeds of the Columbia Gas Co. 

Mr. Surron. I recall that. 

Senator MayBank. There is no reference to your power company. 

Mr. Sutron. Thank you. 

Senator Dirksen. I want to conclude with one observation, Mr. 
Sutton. It seems to be fashionable, of course, to talk about the power 


lobbyists coming to Washington and slinking through the corridors 
and buttonholing members of the House and Senate. I have never 
seen you before, and I am glad you are here in the presence of a 
roomful of people, and having nothing to hide, and you came here on 
invitation to lay all your ¢ ards on the table. 

Senator Kirgorr. Mr. Chairman, m: ry I ask a question ? 

Senator Dirksen. Senator Kilgore. 


FURTHER DISCUSSION OF TAXES 


Senator Kieore. Mr. Sutton, if it entails too much work to get 
the answer, I am not asking you to answer the question right now. 
Could you furnish for the record what amount of that 23 percent 
consists of Federal taxes and what of State taxes? You must realize 
that in one State you will have a certain levy on your capital assets 
there in the way of facilities, and in another one you will have a 
different rate. I would like to get at least one company so that for 
my satisfaction—and I think the others would like to know—I would 
know in what way we might be discriminating against power com- 
panies at the congressional ‘level in the w: ay of taxes. 

Mr. Sutton. In our report, we separate that. I do not believe i 
have it before me, but if my memory serves me right, in our company 
it is something better than 50 percent Federal tax. 

Senator Kireore. Of the 23 percent? 

Mr. Sutron. Yes. 

Senator Kiréorr. That includes, of course, income tax on your 
profits. Is there any use tax on power included in that ? 
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Mr. Surron. No, I do not think so. 
Senator Kiieore. In other words, there is no use tax, but there is 
a tax upon the profits of the corporation and that is what makes up 
50 percent of the 23 percent. 
Mr. Sutton. I think it is some better than 50 percent. I will be 
glad to furnish the exact figures, and I will break it down in detail. 
Senator Kizgore. Thank you. 


(The information referred to will be found on p. 2 ) 


TVA ACCOUNTS 


Senator Hiri. I have one question. You spoke of accounts; it is 
true, is it not, that TVA keeps its accounts in accordance with the 
Federal Power Commission standards ? 

Mr. Surron. I cannot answer that. 

Senator Ropertrson. I can answer that. We think that Coleman 
Andrews is one of the outstanding auditors of the nation, and he said 
that there was no industry in America that had a better accounting 
system than TVA. 

Senator Hii. I want to thank the Senator. He brought out what 
I was going to bring out in my next question. I am sure the Senator 
has a great regard for Mr. Andrews. 

Senator Ropertson. Yes, he is from Virginia. 

Senator Dirksen. Of course, Mr. Sutton, an accounting system 
could be perfection itself. The nub of the question is what goes into 
the form of costs, taxes, money rates, and so forth. 

Mr. Surron. That is correct. 


OVERESTIMATING FUTURE POWER DEMAND 


Senator Dirksen. I think at this point I would like to read into the 
record a paragraph or two that appear on page 6 of the report that 
was presented by the House Committee on Appropriations in connec- 
tion with the Second Independent Offices Bill for the fiscal year 1954. 


Evidence from the Federal Power Commission and the Defense Electric Power 
Administration indicates that in the 12 years from 1941 to 1952, inclusive, TVA 
has continuously overestimated its future power demand. The excess of esti- 
mate over actual consumption for 1951 was 323,000 kilowatts, and for 1952 it 
was 779,000 kilowatts. After the removal of the two steam plants in the 
revised budget for the fiscal year 1954, the margin of capability above probable 
loads for the next 4 years is as follows: 1953, TVA estimated kilowatts 465,000 
Defense Electric Power Administrations estimated kilowatts 463,000. 1954, TVA 
estimate, 64,000. Defense Electric Power Administration estimate 558,000. 1955, 
TVA estimate, 1,010,000. Defense Electric Power Administration, 1,176,000. 
1956, TVA estimate, 891,000. Defense Electric Power Administration estimate 
1,837,000. 

After making an allowance of 10 percent for reserve and maintenance and 
giving no consideration to power available from other companies through 
interconnections, the margin of capability overload, based on Defense Electric 
ower estimates is estimated to be 897,000 kilowatts in 1955 and 974,000 kilo- 
watts in 1956. With many new units coming into operation in the next few 
years, the committee is assured that there will be a surplus rather than a shortage 
of power in the years to come. 


Are there any other questions? 

Senator Hixx. I have no questions, but T would like to maké a com- 
ment. At another point in the record this same statement appears 
followed by the testimony of Mr, Clapp, the chairman of the TVA 
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board, and I commend the testimony of Mr. Clapp to our chairman, 
and all others interested, because in Mr. Clapp’s testimony he made 
very clear the misinterpretations and the errors contained in the 
statement which the chairman just read from the House committee. 


FURTHER DISCUSSION ON OVERESTIMATION OF REQUIREMENTS 


Senator Dirksen. I think one corollary comment is necessary. If I 
remember Mr. Clapp’s testimony, he did admit on the stand that cer- 
tainly for 6 of the last 12 years they did overestimate their power 
requirements. I will stand corrected. 

Senator Hitx. To this extent, that where there was any underesti- 
mate it is on a basis of 1 year, but not true on the 3-year estimates 
which is the estimate used for tax amortization, and which is the usual 
estimate. Is that not right, Mr. Sutton? In other words, that is 
the more basic estimate, the 3 year estimate, because it takes that 
umount of time to build new facilities, is that not true? 

Mr. Surron. Utilities have to plan under present conditions about 
3 years ahead in their load because it takes about 3 years to get delivery. 
We placed orders, as I stated, for a large turbine, 125,000 kilowatts, 
about a month ago, and we do not expect to get that plant until the 
spring of 1956. If 1 may interrupt you, Senator Kilgore, I have 
right here from the annual report the answer to your question. For 
the year 1952, Federal taxes on income, $6,079,058. Other taxes, 
$4.831 280. 

Senator Hint. Mr. Chairman, I would like to ask unanimous consent 
to have in the record following your reading of the statement of the 


House Committee, Mr. Clapp’s statement with reference to that. It 
isa very brief part of his testimony. 

Senator Dirksen. Yes. I think in connection therewith if some 
amplification of this report is available in the House files, it might be 
included at this point in the record also. 

(The information is as follows :) 


SUPPLEMENTARY STATEMENT ON RESOURCE DEVELOPMENT BUDGET FOR FIsScAL 1954, 
TENNESSEE VALLEY AUTHORITY, TO SENATE APPROPRIATIONS COMMITTEE SuUB- 
COMMITTEE ON INDEPENDENT OFFICES 


At the hearings held on June 22, 1953, the subcommittee suggested the presen 
tation of a supplementary statement by TVA on its resource development budget 
The requested statement follows. 

This statement is directed to answering several fundamental questions about 
the program. They are: (1) Is there an immediate, as well as a long term 
need for the work to be undertaken? (2) Is the TVA program capable of meet 
ing these needs? (38) Are the expenditures in the national interest? (4) Do 
the expenditures favor the Tennessee Valley region unduly by comparison to 
other parts of the Nation? (5) Does it promote the assumption of responsi- 
bility for resource development by State and local agencies? (6) Are other 
agencies capable of carrying on in the near future the same work as effectively? 
And (7) is this TVA program duplicating the efforts of other Federal agencies? 
1. The basic needs 

The needs for Federal attention to resource development work are not ever: 
where alike. Effective work is not a simple matter of a pro rata distribution of 
funds for standard nationwide activities according to State, or county, or ad- 
ministrative region. There are parts of the Nation with special needs, whose 
problems deserve specially designed work. The Tennessee Valley is one of 
these areas. 

The valley is an area of special need for resources development because of 
the nature of its resources and the vitality of the people. The valley counties 
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have a high rate of natural increase in their population. Between 1940 and 1952 
the natural increase of the 7 valley States was about 23.2 percent of their 1940 
population. The United States as a whole had a natural increase of 17.4 percent 
over the 1940 population in the same period. Two of the seven valley States are 
among the six States having the highest natural increase in the country. All 
are in the highest third. Compared to many other parts of the Nation the 
valley therefore has an unusually high requirement for the formation of new 
jobs. Those opportunities have not been formed rapidly enough; despite the 
great progress made in the valley since 1933, the many new jobs formed, and 
the increases in income, thousands have still had to emigrate to the Northeast 
or elsewhere. Between 1940 and 1950 developments in the valley States were 
able to provide enough new jobs to support about 2 million more people in 1950 
than in 1940. Despite this achievement another 2 million had to emigrate from 
6 of the valley States. Virginia alone was able to care for its population in- 
crease. Much has been said about the removal of northern factories to the 
valley, which has not occurred. On the other hand the valley States have 
genuine reason for complaint. After the valley States have borne the cost of 
their education, many people in their prime are removed to other regions, and 
do not contribute to the valley income. 

The valley also is an area of special need because its once badly deteriorated 
land and forest resources still contain localities in need of restoration. The 
evil effects of several generations of ill-informed land use on the many hill 
lands previous to 1933 have not been erased in some important parts of the 
valley. There are still eroding and idle lands which must be put to work by the 
numbers of new valley citizens who will need and want work. 

A final indication of the valley’s need of continued development is given in its 
income status. Before TVA commenced operation the average per person income 
in the valley region was about 41 percent of the national average.’ By 1951 this 
had been raised to about 60 percent. While this was a significant gain, the in- 
come comparison shows that the creation of further opportunities to earn a 
decent living are still needed in the region. 

2. The national need for administrative experiment 

Within a number of the regions of the country there are productive sections, 
and less productive sections. Some of the latter are undeveloped, some deterio- 
rating, but all do not permit the people who live in them to contribute to the Na- 
tion’s income as they might. If economic balance sheets are examined, not a 
few of these areas are definite drains on Federal and State treasury alike. They 
need professional advice and assistance. 

TVA has always recognized that the Federal Government’s part in the job 
of resource development appropriately is a “seedling” operation. Only the 
fullest cooperation of State, local community, and private initiative can bring 
the jobs, and the needed restoration and development of lands and other re- 
sources. Only clear local understanding, and sustained local initiative and effort, 
will give any guarantee of lasting success. The major financial responsibility 
must also be local, because local financial responsibility is the only way of en- 
suring realistic, effective programs. 

Successful accomplishment in the needed resource development demands the 
treatment by communities and counties of problems as they exist in real life, 
as wholes. Problems do not often cover States, or entire regions. They are local- 
ized, and concern communities—their farms and homes. The efficient program 
must deal with the whole community, for it is the community which in the 
end must bear the responsibility for the program. Farmland restoration must 
be related to local credit facilities ; farms must have processing plants for their 
produce; they must have forestry advice for their idle lands; tree seedlings must 
be grown for them at low cost; eroding roads must be treated; and jobs found 
in nonagricultural occupations for those farmworkers displaced by improved 
farming methods. This cannot be done satisfactorily by piecemeal methods, one 
agency looking at one need. Specialized technical advice beyond that locally 
available is essential, but it must be organized to act in concert, 

There is ample evidence in the valley, and elsewhere in the United States, 
that piecemeal methods are not effective in special-need localities. One small 
area in western Tennessee which has many difficult land problems will serve 
as an example. Federal and State expenditures from a dozen different sources 
for 2 counties in this area have averaged about $2 million annually for farm 
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aids, highway aids, welfare and health, schools, and other community «activities 
Yet these counties produce only enough income to retuvn about $300,000 to the 
State and Federal treasuries in taxes. Local interest in improvement is high, 
yet uncoordinated programs have managed to do relatively little for these coun 
ties. The people in these counties, like those of several other areas in the valley, 
are now asking TVA to assist them in getting a coordinated program together 

Furnishing technical advice, and small but essential material contributions 
like tree seedlings, all in a concerted plan which does not confuse local people, 
is the key to this work. It can only be done by a group of experts, even if a 
small group, working together in such a way that the farmers, businessmen, and 
others who must do the job are not only convinced of the need to help each other, 
but inspired to carry on mutually. 

This is an important public administration problem in the United States. 
How do we enable needy areas, which are now a drain on Federal and State 
treasury alike, to become self-supporting, even prosperous, contributors to na- 
tional production, national income, and tax revenues? For the areas of special 
need, like the two counties of west Tennessee, piecemeal methods are disproven. 
The Nation can profit from an experiment and pilot operation in the development 
of methods of public administration which will give some answers to these 
problems. 


8. To meet regional needs the resources development program is an essential link 
with TVA’s water-control operations 

In the TVA Act TVA was assigned responsibility for a number of specific 
physical improvements in the Tennessee Valley, principally the harnessing of 
the Tennessee River and the utilization of the Muscle Shoals chemical plants 
Its responsibility was not described in terms of cubic yards of concrete or tons 
of fertilizer to be produced, but rather in terms of regional development. The 
resource development program of TVA is designed to supplement and to com 
plete the major programs and activities carried on by TVA to insure that they 
serve the goal of improvement of the regional welfars TVA has provided a 
navigable waterway which extends over 600 miles through the heart of the 
Tennessee Valley. More than a score of reservoir projects provide protection 
from floods. The hydroelectric and steam generating stations, tied together by 
high-tension transmission lines, constitute the largest unified power system in 
the country and utilize effectively the region’s basic energy resources—falling 
water and coal. At Muscle Shoals, Ala., and Columbia, Tenn., are located major 
plants for the production of concentrated fertilizers which, when properly em 
ployed, both can hold the water on the ground and mitigate flood threats and 
increase the valley’s productivity. These reservoirs, power plants, and chemical 
plants are among the largest physical assets of the region and the welfare of 
the region depends in large measure on their full and effective utilization. 

The resources development program is not incidental in TVA. It is intended to 
insure the full realization of the potential value of these physical assets for the 
regional and national welfare. It is intended to bridge the gap between these 
larger regional operations and the needs of communities for better used lands 
and even more jobs for a growing population, whose rights and desires do not 
differ from those of other Americans. 

The program is designed to take account of 3 axioms, 1 in land use, and the 
other 2 in economic development: (1) Water control begins on the land. (2) 
Water, electric power, fertilizer mineral production, and navigation channels do 
not reach fully effective use unless farm and forest are productive in all parts 
of the region. (3) Water, electric power, production of fertilizer minerals, and 
navigation channels do not reach fully effective use unless businessmen and 
inhabitants of the region are made aware of both the advantages and the limita- 
tions attending the use of these facilities. Agricultural activities and forestry 
activities are a part of the TVA program for all three reasons. Reservoir devel 
opment, industrial development assistance, and investigation of regional business 
and government activities are included because of the last reason. Tributary 
watershed development work is the culmination of the effort, bringing the several 
parts of the program as a unit to communities. 


A. FORESTRY AND AGRICULTURAL DEVELOPMENT 


The objectives of the forestry and agricultural parts of the program may be 
defined in three words: Cover, income, and materials—cover for the land, to 
complete water control; income increases for farm and forest owner, and jobs 
for those who work for them ; and materials which will support business ventures, 
and create the needed nonfarm employment. 
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If the fertilizers produced at Muscle Shoals are not used in accordance with 
specific soil and crop needs at the various points of use, they will fail to con 
tribute in full measure to restoring the land, improving of farm income, creating 
agricultural prosperity, and preventing of floods and soil erosion Eeonomic 
analyses of valley agriculture, soil analyses, research on agricultural equipment 
and on the impact of new fertilizers and fertilizer practices on crops and cattle, 
are all necessary to make effective use of the region's basic resources and espe 
cially those physical facilities administered by TVA. 

\ milar approach is needed for forestry. Fourteen million acres, more than 
half of the Tennessee Valley, is in forest land. This is land unsuited to cultiva- 
tion because of slope, soil characteristics, and other factors, and can contribute 
to the national economy only in forest cover. Because an important part of this 
forest land is privately owned, forestry activities are an essential to a regional 
program for sound land use, and are closely related to agricultural improvement 
\ farmer sees his land as a whole farm; to him it does not comprise two separate 
departments, agricultural crops and tree crops. Being able to use all of his land 
efficiently may make the difference between a permanently productive family 
farm and harmful mining of the soil. Fertilizer helps, but it must be supple 
mented by proper land use, including appropriate reforestation. 

Forests are related to town and city as well as to the farm. The value of 
understanding this relation, and therefore of a comvrehensively administered 
resource development program may be illustrated by TVA’s past forest ownership 
survey. 

To discover the location of forest land owners, and how they could be helped to 
maintain and improve their forest stands, TVA conducted a forest ownership 
survey. The survey disclosed that of the privately owned lands about half were 
large ownerships and half in small, and of the latter, about half were farm 
woodlots and the remainder were in absentee ownership by banks, insurance 
companies, widows of farmers, and other nonfarming owners, 

In the past major reliance had been placed on the State agricultural extension 
services for providing assistance in forestry activitie It became apparent 
> percent of the 
forested lands in private ownership, those in farm woodlots, and that new 
techniques would have to be devised to reach the remaining 75 percent. This 
led to projects for the education of timber operators who would harvest the 
timber crops on the small stands in absentee ownership on the basis of improved 
methods of timber harvesting and utiliaztion, and of encouraging the establish 
ment of private forestry consultants in the Tennessee Valley to help and advise 
the owners of the large stands. As a result there are today many skilled timber 
operators who take responsibility for the harvesting and utilization of timber on 
small tracts, and there are 17 forest consultant organizations in the Tennessee 
Valley to aid the larger timber operators, where none existed a few years ago 
Here was a peculiar regional problem of vital importance to the area but entirely 
outside the range of nationally managed programs. 

At the present time the forests account for about $350 million of the valley's 
annual income, despite many years of excessive cutting and repeated burning 
Large as it is, this amount is only a third as much as the valley’s forests are 
capable of contributing to regional income. Many counties containing forested 
or potential forest lands have an opportunity for much greater production. 
With proper management valley forests could produce additional timber products 
worth two-thirds of a billion dollars a year. Since the Tennessee Valley consti 
tutes the Nation’s greatest hardwood area, this is important not only for the 
Tennessee Valley but also for the whole country. Effective use of the Tennessee 
Valley forest potential will mean a significant improvement in the overall eco- 
nomic level of the area, and it will add greatly to the timber supply upon which 
the entire country is dependent. 


in 


from the survey, however, that these services could reach only 


B. RELATING TVA BASIC PROGRAMS TO NONFARMING EMPLOYMENT 


Not only to make use of the materials available from an improved agriculture 
and forest management, but also to permit the fullest use of the great reservoirs 
which have been created by the control of the Tennessee, three additional activi- 
ties are included in the program. If those businesses which are interested in 
recreational development, small manufacturing establishments, and other means 
of employing resources and people, are to know of opportunities which the basic 
TVA programs provide in site, water supply, and access to water transportation, 
they must have informed points of contact within TVA. TVA also must know 
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what is happening in these activities within the region if it is to adjust its own 
operations to promote the best interests of the region Reservoir development 
and regional business and Government investigations thus are undertake 
Reservoirs are capable not only of serving the interests of navigation, flood 
control, and power development, but also of providing a significant addition to 
the food supply of the area and of making a very large contribution to the region's 
recreational resources, and regional income from recreational activities ro 
accomplish these purposes it is necesary to know the facts about the reservoir’s 
fish and wildlife, and to provide technical assistance to private in 
well as State and local agencies interested in recreational development. 
Water supply is a limiting factor in the development of the valle © less 
other regions. The TVA reservoir projects, by regulating the flo if the Ten 
nessee River, have greatly increased the amount and usability of the water 
available in the valley for municipal and industria urposes He 
untreated sewage of a number of municipalities and ! 


tries create serious pollution problems wl 


ain 


rom lai 


water in some reaches for water suppl) 

the value of parts of the reservoir system to the re 

handicap on regional development that TVA condu 

tigations, by supplying facts and technical advice 
To obtain general information which permits the 

operat ons as well as the gvrentest progress 

of regional business and government 

of regional income, employment, indu 

trends help both TVA and local a 

about their solution. 


r'VA’S TRIBUTARY WA 
NATIONAL PR 


The resource development activities con 
lems of land and water management The 
administration The most advanced r 
the tributary watersheds program, new prog 
Here, in a few subwatersheds selected for their 
resources of TVA, other Federal agencies enga 
work, the agencies of the State, and the people 
through their own community organizations, ident 
problems and opportunities, prepare comprehensive lans for 
lems and taking advantage of the opportunities, and carry those ‘ 
pletion. In this work, which now is in an initial stage, TVA supplies 
stimulation and technical assistance. If the program is successful the 
will in time assume these functions also. 

Problems will vary from one subwatershed to another. T 
include as major elements local flood protection, improved 
forestation and promotion of modern forestry practices, the greater use of 
concentrated fertilizers as a part of whole farm plans, stabilization of highway 
banks and ditches, and a community improvement program 

Students of resource development have long recognized that a new approach 
was desirable in the field of local flood control, and many believe that the tribu 
tary watersheds program offers such an approach. The Federal Government 
has been assuming an ever-increasing burden in providing local flood-control 
works. At the same time the history of many of these improvements is that 
they deteriorate because of lack of local maintenance, and that their purpose is 
frustrated because of continuing soil erosion and the failure to maintain the 
capacity of drainage ditches and smal! streams. Local flood-control works, 
divorced in planning and administration from the overall local resource pattern, 
frequently if not usually are a waste of the money they cost, most of it supplied 
by the Federal Government. Moreover, when the Federal Government bears 
all or almost all of the cost, as at present, there is pressure for many improve 
ments which have questionable economic justification. The tributary water- 
sheds program offers the possibility of a solution to these problems. By making 
such improvements a part of a comprehensive plan of subwatershed development 
there is assurance that the projects will be maintained when completed and 
that their usefulness will not be canceled through the years by failure to proceed 
with related improvements and practices. By requiring local financial respon 
sibility for major expenditures there is assurance that only worthwhile projects 
will be undertaken. 
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4. TVA resource development expenditures do not favor the valley over other 
regions 

The TVA resource development program, justified by the basic need of the 
valley’s less-developed sections, by the need for administrative experiment in 
local resource development, and facilitated by the existence of water control 
and electric-power operations, is not favoring the valley over other regions 
through greater expenditures. These programs would cost less than 40 cents 
per valley resident for fiscal 1954. The greater part of the funds requested for 
resource development would be for payment of professional staff expenses. TF o1 
1951, the latest year of available statistics, Federal payrolls in the Nation were 
about $114 per person. In the valley they were $76 per person, including TVA. 
A similar relation probably prevails at this time. The valley region, far from 
receiving a double share of Federal payroll expenditures, receives far less than 
what might be assumed to be a fair share of the Federal payroll. 


5. Resource development expenditures are in the national interest 
The Nation has been handsomely repaid for the effort which it made in devel 


oping the resources of the valley after 1933. In that year the 7 valley States 
paid 3.4 percent of the total national income tax which was collected. In 1951 
the same valley States paid 6.3 percent of the total income tax receipts of the 
Nation. If the 1933 percentage of payments had continued to be the share of 
the valley States, their income-tax payment would have been about $740 million 
less than the $1,612 million actually paid in the year 1951. 

Future increases in income, and therefore in Federal income-tax receipts, are 
likely to reflect the effort which the Federal Government devotes to resource 
development work. Probably the most important opportunity for significant 
increases in the region's total income will come in nonfarm employment. With 
out such employment, the potential skills of the large and growing labor force 
of the region will be wastefully underemployed, even recognizing heavy emigra 
tion from the region to other parts of the country. This means lower incomes 
and lower tax revenues. Furthermore, increases in nonfarm employment can 
be helpful, if not essential, to significant increases in farm income in the region. 
Finally, increases in income in this region have been proven to be reflected in 
increases in employment opportunities in the rest of the Nation, thereby having 
still further effect on income-tax revenues. The stage of development of the 
valley’s resources, and the income payment record of the region since 1933, sug 
gest that the appropriations requested for this work may be returned many-fold 
to the Federal Treasury through the increased income which they could stimulate 
TVA does not duplicate other agencies’ work 

To the best of TVA’s knowledge there are no similar resource development pro 
grams elsewhere in the Nation. As budget entries, some individual items may 
have a resemblance to programs listed in the budgets of the Department of Agri 
culture or the Department of Interior. However, there is in neither Agriculture 
or Interior a program designed to offer technical advice for communitywide re- 
source work, attacking problems on the basis of developing local understandings 
and local capacity to carry on with a minimum of Federal aid. It is this com 
bination of services under a single administration applicable to immediate local 
problems that distinguished TVA resource development work from apparently 
similar activities in other agencies, This may be illustrated by examining the 
manner in which these actvities are related as they are applied to valley problems. 

The needs of the problem areas of the valley are immediate. Many of them 
relate to land use. And more jobs must be provided for the growing population. 
Proper land use means local decision as to what land should be in farm and what 
in forest. These decisions in turn depend upon competent professional advice on 
forest and farm management techniques, often far beyond the financial capacity 
of the less developed parts of this valley, and of similar sections elsewhere in 
the Nation. More jobs mean accurate knowledge of nonfarm activities in the 
region of which the community is part. The acquisition of such knowledge 
or competent advice upon it is also beyond the financial capacity of the less 
developed areas. 

Competent advice for land and forest management requires accurate basic in- 
formation. So does competent advice on opportunities for nonfarm employment. 
For land and forest management the starting point is topographic mapping; then 
comes soil survey and basic hydrologic investigation. These basic activities must 
be closely accompanied by forest investigations, the economics of existing and 
potential farming systems, research on forage-crop adaptation, and similar in- 
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vestigations. Competent advice on ncenfarm employment opportunities requires 
investigation of the relation of a community to regional markets and labor skills. 
It requires knowledge of the contribution to be expected from the basic programs 
of TVA, navigation, water control, electric-power production, fertilizer manu- 
facture, and reservoir development. These are results to be obtained only from 
the programs proposed for research on regional business and government, on 
stream sanitation, industrial development, fish and game, and recreation de 
velopment. But even more important, the results of these investigations must 
be considered in their relation to each other, if competent professional advice is 
to be made available to communities of the region 

TVA knows of no other source from which the needed basic information re- 
quired for consulting advice to communities needing it can be obtained. An 
important part of this information relates to the basic continuing programs 
of TVA. Another Federal agency, or a State agency could not be expected to 
use staff as efficiently in this work of relating TVA physical operation to re- 
source development as TVA itself. No other agency, Federal or State, is 
equipped to undertake in the valley region the other pertinent activities pro- 
posed, like topographic mapping, investigation of private forest management in 
the valley communities, investigation of recreation development, or research on 
irrigation potentialities. Even if other agencies were so equipped, experience 
within the valley has proven that such coordination would be expensive and 
difficult, considering the many differences in orientation among Federal agency 
programs. 

In addition to basic information, and the interpretation of that information 
as professional planning advice to areas in need, some initial assistance must 
be provided as restoration of lands and the stimulation of community growth 
occurs. The support of extension assistance during the early period before 
substantial improvements in farm income occur, the provision of tree seedlings, 
a few other modest material contributions, professional staff guidance of local 
effort during formative periods in the locally accepted development program, 
and the need for considering local demands upon TVA services and facilities 
(like requests for surplus reservoir lands) make evpenditures for some develop- 
ment activities essential. These are to be found under forestry and agriculture 
problem area development, tributary watershed development, and reservoir 
development. No less than investigations, these development activities require 
closely coordinated administration for efficiency achieved results. 

No other agency is staffed for such administration in the valley, and no other 
agency is believed to contemplate such an experimental program in the Nation. 
While it is hoped that State and local administration will supplant a substantial 
amount of present TVA work in this field within a few years, abandonment 
by TVA of such activities now could only result in retarding by years the 
possibilities now lying before States and local communities. 


i. TVA’s program has favored responsibility by the States and local communities 


The period of TVA operation has seen State and local governments in the area, 
as well as private and semipublic agencies, organize to promote more effectively 
the use of the region’s resources. In 1933, no State had a firmly established State 
planning and development agency. Each of the seven States now has an organ- 
ization engaged in such activity. Seventy local governments in the valley por- 
tion of the 7 States now have local planning commissions. Three of the 7 States 
have organized departments of conservation since 1933 and State functions in 
the field have expanded greatly. Administrative agencies for developing State 
parks carry on an almost totally new activity for most of the States. Public 
attendance at State parks has increased from less than a half million in 1936 to 
over 6 million in 1950. The universities in the area have organized themselves 
to participate cooperatively in continuing research in such fields as income 
analyses, adminstration of resources, and other subjects related to the improve- 
ment of the regional economy. 

Especially noteworthy has been the expansion of previously existing resource 
development activities. Greatly increased emphasis on agricultural engineering, 
research, and extension have accounted for a major increase in State expendi- 
ture for all resource programs. Increased expenditures by State and local 
forestry agencies have resulted in doubling of the area given fire protection as 
Well as new attention to forest management and utilization. Habitat studies, 
game restoration projects, and minerals research are reflected in sharp expendi- 
ture increases by wildlife and minerals agencies. 
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Hundreds of new organizations directly or indirectly concerned with resource 
development have been established in the Tennessee Valley region since 1933. 
Some are local, some State, and some regional; some are public and some pri- 
vate—but all have a common objective in the development of some facet of the 
area’s economic and social life. Their very existence and continuing activity 
are convincing evidence that development of the region since 1933 rests on a 
broad basis of participation. 


Research and development bodies (public and private), which have been organized 
in the Tennessee Valley region since creation of TVA in 1933" 
Stream pollution : 
Alabama Water Improvement Advisory Commission 
Georgia Water Improvement Advisory Committee 
Kentucky Water Pollution Control Commission 
North Carolina State Stream Sanitation Committee 
Tennessee Stream Pollution Control Board 
Virginia State Water Control Board 
Social science research and service (university) : 
Alabama Bureau of Public Administration 
Georgia Bureau of Public Administration 
Kentucky Bureau of Community Services 
Mississippi Bureau of Public Administration, Social Science Research Center 
Tennessee Bureau of Public Administration, Bureau for Sociological Re- 
search 
Vanderbilt Institute for Research and Training in Social Sciences 
Tuskegee Rural Life Council 
Forestry and wildlife: 
Alabama Forestry Council 
Virginia Forest, Ine. 
Mississippi Forestry Council 
Alabama Forest Products Association 
Tennessee Timber Growers Association 
Mississippi Forest and Chemurgic Association 
Forest Farmers (regional) 
Tennessee Conservation League 
Keep Green Association (1 in each of the 7 States) 
Southern Forest Tree Improvement Committee 
Scores of sportsmen’s clubs 
State conservation agencies: 
Departments of conservation: 
Alabama 
Tennessee 
Kentucky 
-arks divisions: 
Alabama 
Georgia 
Mississippi 
North Carolina 
Tennessee 
(Many aspects of the work of the State departments of conservation and of 
separate agencies represent new functions of State government since 1983.) 
Public health : 
Department of preventive medicine, University of Tennessee (malaria re- 
search). 
213 county health units (valley States excluding Kentucky). 
"Libraries : 26 regional libraries (7 valley States). 
Minerals: Asheville Minerals Research Laboratory 
Planning: 
Official State agencies: 
Alabama State Planning Board 
Georgia Department of Commerce 
Kentucky Agricultural and Industrial Development Board 
Mississippi Agricultural and Industrial Development Board 


1 Unless otherwise stated, local organizations listed are within the Tennessee Valley ; 
State and regional organizations, on the other hand, generally extend outside the valley. 
The list is not complete. 
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Division of Industrial Development, North Carolina State Department 
of Conservation 
Tennessee State Planning Commission 
Official local agencies: 69 city and county planning agencies—in the water 
shed 
Regionalwide groups of official agencies: Southern Association of State 
Planning and Development Agencies 
Graduate schools in planning: 
Department of city and regional planning, University of North Carolina 
Department of city and regional planning, Georgia Institute of 
Technology 
Agriculture: 
County erosion control associations (118) 
Seven federated purchasing cooperatives 
Valley States Conference of Land-Grant Colleges 
Community improvement clubs (related in origin to TVA area demonstra 
tions—700 in Tennessee and other Valley States also developing programs) 
Recreation and tourist: 
Tennessee Tourist and Development Association 
Western North Carolina Tourist Association 
Tri-State Highlands Association 
Major tourist bureaus (examples: Knoxville, Chattanooga) 
Industrial research laboratories and facilities (Seven Valley States) : 
Industrial Research Institute (University of Chattanooga) 
Auburn Research Foundation (Alabama Polytechnic Institute) 
Georgia Tech Research Institute, Georgia Institute of Technology 
Kentucky Research Foundation, University of Kentucky 
Other 
Southern Regional Education Board 
Committee on Southern Regional Studies and Education 
Committee of the South (of National Planning Association ) 
Tennessee Municipal Technical Advisory Service 
West Tennessee Flood Control and Soil Conservation District 
Mississippi Economic Council 


Senator Dirksen. Have you anything more? 
Mr. Sutton. Na 
Senator Dirksen. The next witness is Mr. James M. Barry. 


STATEMENT OF JAMES M. BARRY, CHAIRMAN, EXECUTIVE COM- 
MITTEE OF THE SOUTHERN CO., NEW YORK, N. Y. 


GENERAL STATEMENT 


Mr. Barry. I am James M. Barry. I am chairman of the executive 
committee of the Southern Co. I live in Birmingham, Ala. My office 
is in Birmingham, Ala., and I have been in the public utilities business 
most of my adult life. I was formerly president of Alabama Power 
Co. 

Senator Dirksen. What is the Southern Co., Mr. Barry? 

Mr. Barry. The Southern Co. is a registered holding company ap- 
proved by the Securities and Exchange Commission under the Public 
Utilities Act of 1935, and it owns the common stocks of Alabama Power 
Co., Georgia Power Co., Mississippi Power Co., and Gulf Power Co. 

The service area of this system includes most of Alabama and 
Georgia and the southeast quarter of the State of Mississippi and the 
part of west Florida from Appalachicola to the Alabama line. 

Senator Dirksen. Does your company own all or a controlling in- 
terest in each one of these operating companies ¢ 
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Mr. Barry. The Southern Co. owns all the common stock interest in 
these four operating companies, and the system operates as an inte- 
grated system in that area which I mentioned, which is approximately 
100,000 square miles. 

Senator Dirksen. That means, of course, that you give direction to 
the policy and you exercise control over the policies of four operating 
companies. 

Mr. Barry. We give general direction and the system does operate 
as an integrated system so as to take the maximum advantage of oper- 
ating the most economical plants at all times. That was so recognized 
by the Securities and Exchange Commission in the approval of the 
setup. Each associated company directs and manages its own opera 
tions. 

Senator Dirksen. How many generating facilities do you operate, 
and how many miles of transmission line do you have? 

Mr. Barry. If you please, Senator, may I answer that question from 
a standpoint of total capacity of the system? We have large steam 
plants and some very important hydroelectric plants in Al: 1bama and 
Georgia. The capability of the system at the end of this year will be 
approximately 3,060,000 kilowatts. We anticipate that we will have 
a maximum hourly integrated load of about 2,760,000 kilowatts at the 
end of the year. 

Senator Dirksen. You serve how many customers? 

Mr. Barry. We serve about 1,200,000 customers in the area. We 
have been engaged in a very active construction program in con- 
nection with the ; growing needs of our territory. At the present time 
we have under construc tion, and we will have completed i in the period 
from the beginning of 1953 to the end of 1955 about 881,000 kilowatts. 
Our construction program is going to amount to about $100 million 
this year and for the 3-year period we estimate that it will be about 

$280 million. 

Senator DmxsEeN. Do you have difficulty getting money for your 
operation ? 

INCREASE IN INTEREST RATES 


Mr. Barry. No, we do not have trouble getting money because we 
have to make a showing from a standpoint of income that will justify 
the financing of our properties. We do notice the rising interest rates 
that have taken place in the last year. 

Senator Dirksen. Those increases in interest rates have come about 
partially, certainly, by operations of the Federal Treasury and the 
Federal Reserve System. 

Mr. Barry. I am sure that there are a lot of complex factors that 
affect interest rates. There was certainly a relationship between the 
interest rates and the long term financing of the Treasury. I think 
everybody recognized that. 

Senator Drrxsen. It is a fact that the Federal Government through 
its various agencies has been pursuing a policy of tightening up money. 

Mr. Barry. That is my understanding. 

Senator Dirxsen, And if they tighten up money and raise the inter- 
est rates, which you have to pay, you have to pay the increased costs 
which becomes a cost of construction and doing business. 
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Mr. Barry. We surely do. As an iliustration, I believe Mr. Sutton 
mentioned that recent issues of A rated utility bonds have gone out 
at around 4 pereent, and in some cases higher than 4 percent ; whereas 
the rates a year ago were perhaps § 34 of one percent or 5 10ths of one 
percent lower than that. 

TAXES PAID 


Senator Dirksen. Mr. Barry, how much taxes does your company 
pay ; that is, the entire system / 

Mr. Barry. The sytem pays taxes amounting to about $37.7 million. 

Senator Dirksen. Have you in mind a division as between State, 
local, and Federal ? 

Mr. Barry. I would like to verify it, but my recollection is that it 
is a little more than two-thirds Federal, and the remainder State a 
local. 

Senator Dirksen. Now, Mr. Barry, you know what the nub of the 
issue is here. There has been a request for $30 million, I think, to 
start a steam plant known as the Fulton steam plant, to be finished 
at some future date by TVA on the basis of projected power require 
ments in the days ahead. 

The Budget Bureau has not seen fit to include that item in the re 
vised budget, and when the House completed its action on the matter, 
it also kept the item out. In that form that came to the Senate Ap- 
propriations Committee, and there is an effort now to secure a restora- 
tion of those funds to start that steam plant. 


ABILITY OF COMPANY TO FULFILL REQUIREMENTS 


So the question is this: Out of the general discussion we have had 
here about power requirements in the future, an d who shall fulfill 
those requirements, is your company in a position moneywise, per- 
sonnelwise, know- how- wise, and eve ry other-wise, to build what facil 
ities are necessary in order to take care of these needs? 

Mr. Barry. I woudd like to amplify my answer by indicating the 
basis on which we might undertake such a commitment. Of course 
we are suppliers of power. We are constantly seeking new customers 
on a sound business basis. Our power is supplied to customers at 
rates which are approved by the various regulatory commissions hav 
ing jurisdiction. Our financing against the power plants that have 
to be built must meet the approval of the Securities and Echange 
Commission. As I mentioned, we are engaged in a very large con 
struction program. We are accustomed to building large power plants 
to take care of the growing needs of the area. We are glad to expand 
our business on a sound basis. 

Now, as to a supply of power to TVA, I think that the essentials of 
a contract of that sort would be a long-term contract, say 20 years, 
with the power to be sold at rates which would reflect our costs as 
investor-owned utility companies. That is, the rate would compen- 
sate us for all normal operating costs, such as labor, materials and 
fuel, depreciation, all taxes, including income taxes, and a fair retur 
on the investment. 

Under such a contract we would be able to finance the additions 
which would be necessary to supply the power and we would be will 
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ing to build capacity and enter into a contract of that sort to supply 
power to TVA. 
Senator Dirksen. Thank you, sir. Are there any questions? 
Senator Hitz. Mr. Barry, could you supply, do you think, for less 
than a 20-year period ¢ 


POSSIBLE SURPLUS POWER 


Mr. Barry. I think, Senator Hill, that from time to time we will 
have surplus power available. As a matter of fact, for many years 
we have remained interconnected with the TVA system. The South 
ern Company system has strong physical ties with the TVA system. 
We have interchanged power and have sold surplus power to one 
another. 

Senator Hix. In other words, you bought power from them and 
they bought power from you. 

Mr. Barry. Yes; we have bought power from them and we have 
sold power to them. 

Senator Hitz. But that was more or less on what we might call a 
present or temporary situation ? 

Mr. Barry. Yes. Years ago we had firm contracts to buy power 
from them but we do not have such contracts now. ‘The relationships 
now are more or less what we call in the utility industry “when, as, 
and if” relationships. We do remain interconnected, and we do 
exchange power. 

Senator Hii. You think firm contracts to sell them power would 
have to be for about a 20-year period ? 

Mr. Barry. I should think if we were to build facilities to supply 
power increments that TVA would need, both parties would want a 
long-term contract. 

Senator Hitz. It would have to be a long-term contract of about 
20 years. 

Mr. Barry. I offer that as a suggetsion. 

Senator Hiri. Mr. Barry, in making your estimates, do you think 
a gross margin of 10 percent would be adequate for your system ? 

Mr. Barry. I think that is probably on the high side. 


REFERENCE TO ARTICLE IN ELECTRICAL WORLD 


Senator Hiiu. It seems to me I recall an article that appeared in the 
Electrical World some several months ago, perhaps last September, 
which said a desirable margin would be 20 percent. 

Mr. Barry. I think 20 percent would be wholly excessive on a large 
integrated system with the powerplants all interconnected with heavy 
transmission lines. ‘To use an illustration of our system, as an exam- 
ple, if a unit in Georgia went out of service, help could come from 
Alabama, and other places. I think it is one thing for a relatively 
small system to take care of itself. With a large system with many 
interconnected units, I think that margin need not be so great. I 
think that 20 percent is excessive. 

Senator Hitz. You think for some systems 10 percent would not be 
too high ¢ 
Mr. Barry. I think 10 percent is on the high side, Senator Hill. 
Senator Hiti. Even for a smaller system ? 







































11) 


eSS 


rill 
irs 
th- 
m. 
ne 


nd 


ve 


er 
ps 
1S, 
do 


SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 289 


Mr. Barry. Of course, ny experience 1s with a large system, and 
I am dealing with our own experience on a large system. 


rAX AMORTIZATION PRIVILEGES 


Senator Hii. Mr. Barry, you spoke about your active construction 
program and the taxes. Do you all enjoy tax amortization privileges? 

Mr. Barry. Yes, we do, Senator, on certain fax ilities. 

Senator Hitt. What IS your base for calculating those benefits, 
percentagewise ¢ 

Mr. Barry. The percentage base ¢ 

Senator Hitt. Yes. 

Mr. Barry. Senator, I think that the average of all the certificates 
that have been received so far is around 50 percent, or somewhat less. 

Senator Huw. That would be the average 50 percent? 

Mr. Barry. Yes. I am giving you that from my recollection. 

Senator Hin, Mr. Barry, I guess you had a good deal of contact 
with Mr. Wessenauer ? 

Mr. Barry. Yes, sir; I know Mr. Wessenauer personally and very 
favorably. 

Senator Hitt. And you have done business with him ? 

Mr. Barry. I have. 

Senator Hitt. Do you think he is an able power-system manager? 

Mr. Barry. I think he is one of the most able ones I have come in 
contact with. 

Senator Hitz. You think he is about as capable as most power- 
system managers in estimating power requirements ¢ 

Mr. Barry. | think he is capable of making estimates, yes. 


EXPLANATION OF TAXES 


Senator Kitegorr. One question, Mr. Chairman. Getting back to 
the same thing I was on before—would it be asking you to furnish 
later for the record the exact taxation figures that vou testified before ? 

Mr. Barry. Yes, sir; I can furnish it. I may be able to furnish it 
before this hearing breaks up. 

Senator Kiteore. Please furnish it to the reporter and divide it 
by Federal, State, and local taxes, because it differs by State. 

Mr. Barry. I will be glad to furnish the information to the com 
mittee. You would like our total taxes broken down between Federal 
and State, and then you would like the State taxes broken down by 
Alabama, Georgia, and so on? 

Senator Kirgore. Yes, sir. 

Mr. Barry. You do not care about it being broken down by 
functions? 

Senator Kircore. No. I want to know how much of your income 
goes into taxes and for what purposes. 

(The information referred to follows:) 


INDEPENDENT OFFICES SURCOMMITTEE OF THE SENATE COMMITTEE ON APPROPRIA- 
TIONS—INFORMATION ON TAXES REQUESTED oF J. M. BARRY, CHAIRMAN OF THE 
EX®CUTIVE COMMITTEE OF THE SouTHERN CO., A WITNESS AT THE HEARING HELD 
ON FRIDAY, JUNE 26, 1953, oN THE TVA APPROPRIATIONS 


The taxes of the Southern Co. system for the year 1952 amounted to $37,676,100, 
of which $25,720,300, or 68 percent, were Federal income taxes and other Federal 
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Mr. Barry. I have no opinion on that. I would be inclined to 
accept what TVA says about that. 

Senator Hus. They, just as you have, scrupulously kept your 
gent lemen’s agreement as to the teri itory. 

Mr. Barry. Yes, they have. 

Senator Him. Both of you. 

Mr. Barry. Yes, it has been observed. 

Senator Dirksen. Mr. Barry, have you anything more to say at 
this time ? 

Mr. Barry. No, sir. 

Senator Dirksen. Did you have an associate by 
Yates? 

Mr. Barry. Yes, he is here, but Lam appearing for Mr. Yates unless 
vou want to hear him. Mr. Yates is the chief executive of our 
company. 

Senator Dirksen. Mr. Yates, do you concur generally with what 
Mr. Barry has said ¢ 

Mr. Yates. Yes. 

Senator Hiitu. You are associates ? 

Mr. Barry. That is right. Mr. Yates got the notice, and I have 
appeared for the company. 

Senator Hitt. What is Mr. Yates’ position ? 

Mr. Barry. Mr. Yates is the chief executive officer of the Southern 
Co., and chairman of the board. 

Senator Dirksen. Now we have a number of witnesses representing 
various facets of the REA witnesses. I will call on Senator Hill to 
call who he wants to. 

Senator Hixxy. I would like to present the distinguished Governor 
of Tennessee, Frank G. Clement. 

Senator Kerauver. Mr. Chairman, as the Senator of Tennessee I 
would like to join in presenting Governor Clement to the committee. 

Senator Hitz. We would be delighted to have the junior Senator 
from Tennessee join with Senator Kefauver. 

Senator Gore. It ismy honor to present Governor Clement. 


the name of Mr. 


rTENNESSEE VALLEY AUTHORITY 


STATEMENT OF HON. FRANK G. CLEMENT, GOVERNOR OF THE 
STATE OF TENNESSEE 


PREPARED STATEMENT 


Governor CLemMent. Mr. Chairman and gentlemen of the committee, 
it is my honor to be presented by all three of them. 

Senator Dirksen. Governor, you may proceed in your own way. 

Governor CLement. Thank you, sir. 

Mr. Chairman and gentlemen of the committee, in view of the large 
number of people who desire to be heard, and the very important 
nature of this hearing, and the importance that they be heard and the 
busy schedule I know the members of this committee have, I shall not 
go into as much detail as I would like, but I shall attempt to cover 
those points which I think address themselves to this particular 
hearing. 
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I have with me, with the permission of the acting chairman, 25 
copies of a prepared statement which represents fully my views at this 
time, and I would like permission to file them if it meets with your 
approval. 

Senator Dirksen. Without objection, they will be filed and made 
available. 
(The statement referred to follows:) 


STATEMENT OF THE HONORABLE FRANK G. CLEMENT, GOVERNOR OF TENNESSEE 


I am very happy to have the opportunity to be here and to present to you 
gentlemen the position of the people of Tennessee and the areas of the six sur- 
rounding States served by TVA. Iam sure you gentlemen appreciate the serious- 
ness with which the people of the Tennessee Valley view the possibility of future 
power shortages and the destruction of TVA as an agency to foster maximum 
development of the valley region. We have followed the TVA hearings, debates 
and votes in the House with deepest concern. We saw being performed there 
what was truly an operation on the heart and arteries which carry the economic 
lifeblood—electric energy—to the homes, farms, and industry of our area. We 
also saw an operation on the arteries that carry power to the vast Government- 
owned defense production and research establishments you gentlemen have 
located in our midst. 

The people of the United States, through their Congress, have entered into a 
partnership with the people of the Tennessee Valley to maintain TVA as the sole 
source of electric energy in its 80,000 square mile service area. This partnership 
nus existed for half a generation. All during that period we have observed the 
gathering effort on the part of the private power companies and some others to 
persuade the people of America that this partnership should be terminated. 

In spite of the firm assurance and the announced policy of President Eisen- 
hower that his administration would maintain TVA at maximum efficiency, in all 
humility and truth I must say that we in the valley, anxiously watch this con- 
troversy. We seem to detect a fierce effort by hostile interests to cripple the 
agency serving as our power supply and as the sponsor of maximum develoyment 
of all our natural resources in the valley. 

Some of the issues raised in consideration of TVA’s appropriations and in fact 
of its entire future, represent earnest differences of opinion. Other issues appear 
to be completely false. Gentlemen, I come to plead that the future of a great 
region of this Nation, inhabited by almost 6 million people, must not be decided 
upon false issues. Let me urge that you resist what may well be a deliberate 
conspiracy against the TVA which, if successful, can be a deadly blow to the 
hopes of the Tennessee Valley. We want to be free to use our human and natural 
resources and to realize the ambition of our people to earn a better living and 
to purchase the services and products of other regions of our country. 

What are the issues raised against TVA to which I refer? 





































1. Circulation of an undermining myth against TVA that it has never and does 
not now forecast accurately the needs of our people for power 

Now, gentlemen, I do not appear before you as an expert in the field of power 
supply. However, I have had enough experience with power systems, from a 
period of service as counsel for our State utilities commission, to know that the 
power system serving a particular area, whether it be a privately owned system 
or a publicly owned system, is in better position to judge the future power require- 
ments of the people and industry it serves than someone from outside the area 
To make an accurate forecast of power needs you need to have your hand upon 
the pulse of the region. You have to have the day-to-day contact with the 
people who are using the power if you are to forecast intelligently what their 
future needs will be. You certainly need to have a pretty good idea of the ways 
in which your customers might be expected to make greater use of your service. 
You need to know how many of your residential customers have various electri- 
cal appliances, and how rapidly those who don’t have them can be expected to 
acquire them. And in this connection, let me point out that the Tennessee Valley 
region is the outstanding regional market for the appliances made in the North 
and East. You have to know what the farmers intend to do with respect to 
adding electrical equipment to lighten the burden of their farming operations. 
And, certainly you have to have as intimate a knowledge as possible of the 
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potentialities of your own area for the development of particular types of indus- 
tries, and to know something of the plans for expansion of plants of the industries 
you are now serving. 

I repeat, it seems incontrovertible to me that the party which is in the best posi- 
tion to study and appraise the extent of future growth in power dem ind is the 
power system which has the responsibility of seeing to it that the power is there 
when it is needed. There is a serious doubt in my mind that anyone else would 
have all the facts which are so essential in compiling a sound forecast I have 
observed with interest over the years that every forecast by TVA of the need for 
new generation plants has proved to be fully justified. Who is there who can say 
today that TVA has created a power surplus in the Tennessee Valley? But I 
can recall that a good many predictions to that effect have been made in 
past. Time and time and time again it has been said that TVA was proposing 
too much new power capacity and that a huge power surplus was being created 
Because this argument has sometimes been listened to, there have been neriods 
of power shortage in the Tennessee Valley Che current issue of Reader’s Digest 
has an article entitled, “Trust Uncle Sam to Get You a Power Shortage,” citing 
the Northwest and the Tennessee Valley. Does that sound as though TVA has 
consistently overestimated power demands? 

Perhaps even so you feel that maybe just this once the addition of all the 
new capacity TVA proposed would create a temporary surplus. If so, we ask 
that you consider how much more serious it is to have a power shortage than 
a power surplus. 

The people of the Tennessee Valley, and the people of the United States as a 
whole, cannot afford to place an economic lid on the development of this region 
through an error in underestimating the power requirements of the region. If 
there is to be an error in the determination of the capacity required, surely the 
error should be made on the side of providing slightly more capacity than is 
needed rather than less than enough to carry possible loads. To err on the side 
of providing too much capacity can mean only a relatively small expense for 
fixed charges on the unusual investment for a relatively few months, If the 
costs of providing power are increased for this reason, the consumers of TVA 
power will pay those costs. The interests of the Federal Government and the 
taxpayers over the country are protected because any additional funds invested 
will be repaid to the Treasury by TVA from its charges to consumers, 





If an error is made on the side of providing to ttle capacity, not only the 
Tennessee Valley area, but the Nation as a whole will suffe1 If a lid is placed 
on the economic development of the Tennessee Valley because of a shortage of 
power, I believe without a doubt that the development of the region w be 
stymied and that the entire Nation will suffer because of the adverse effects on 
one of its great potential market for all types of products if there is a shortage 
of electric power, there will be no opportunity for the people of the valley te 
continue to invest hundreds of millions of dollars in power distribution and 
utilization equipment, practically all of which are anufactured in other parts 


of the United States. 
What is another element of this anti-TVA campaign which you—as states- 
men—must analyze in the public interest? 


. ame jump by neighboring power companies, t] yt TV A’s timated 
needs for 1956 went into the House record, to say. “We can ser wmherever 
any projected new generating capacity is chopped off TVA’s budget.” 

In that connection we say this: Mr. Baxter Wilson, of Mississippi Power & 
Light, who offered to supply any such needs, unless he was misrepresented by 
two of the South’s leading newspapers, who interviewed him, said he saw no 
exaggerations in TVA’s estimates of future needs. He said he knew that, if pres- 
ent growth curves were maintained, he’d have to build new steam capacity just 
as TVA would to meet our needs. He just wanted to do the job instead of TVA. 

All of us recognize that a power utility is a monopoly business. Mr. Wilson, 
it may be observed, does not even venture to depend upon the three corporate 
affiliates of his company in adjoining territories to generate a portion of his 
power for him. The consumers of every privately owned utility has first claim 
on its generating facilities. Mississippi Power & Light consumers have first 
claim on theirs. The Mississippi Public Service Commission, regardless of any 
company contract to supply TVA, has the power to force the company to give its 
own consumers first claim. Also, if some of its power should be generated more 
cheaply than other segments, Mississippi Power's consumers would have first 
eall on this low-cost power. Add to this the line loss and other costs of trans- 























































































































































































294 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 





mitting power great distances, and the missing teeth in the mouth of the gift 
horse yawnlike Tennessee mountain caverns. 

Why make us a colonial dependency doomed to subsist on the marginal high- 
cost power of private companies, whose home consumers will hate us for milking 
their electrical cow through the State fence? 

And what of price? It seems inconceivable to me that the rate which a com- 
pany could quote to TVA would come anywhere near what it would cost TVA 
to produce power at a modern efficient plant close to where the power is to be 
consumed. The 5 to 6 mills per kilowatt hour Mr. Wilson spoke of in his inter- 
view is at least 50 percent higher than TVA now charges its distributors at 
wholesale. What were the motives behind this offer, so carefully timed to create 
confusion as to the responsibility TVA has, in common with every other power 
company, to make prudent provision for the future power needs of its service 
area? 

What is a third element of this conspiracy born of misinformation and sus- 
tained by the half truths? 


3. The claim that you, who live elsewhere, are subsidizing us in the valley. The 
allegation that you pay the bills while we ride free 

Here are the facts. The people of Tennessee pay in their power bills every 
month an amount sufficient to permit TVA to pay back into the Federal Treasury 
every year one fortieth of the full power investment in TVA as required by the 
TVA Act. We are buying TVA from you on the 40-year installment plan. But 
do we get title at the end? Wedonot. The Federal Government keeps it. When 
it is paid off, you still own our power system. 

Every item of power costs, plus a reasonable profit to the Federal Treasury, 
is included in TVA’s rate structure. The return has averaged over 4 percent 
annually on the United States taxpayer’s investment in TVA power facilities. 

And yet, somehow the rates still are low. Is this a thing that in nature of 
practical economics is just too good to be true? 

We say not. We say not, unless it is fair to insist that no region of the country 
is entitled to the lowest cost electric power that can be provided by employing 
every cost-cutting resource the region possesses. The ingredients of low-cost 
power are magnificent natural water and fuel resources marshaled into a large 
integrated power system, a system that is efficiently operated and does not claim 
large profits, 

We have the coal. We have the waterways on which the coal can move cheaply. 
We have the huge supplies of cool water that can most cheaply condense steam. 
Our system is designed in steam units of size sufficient to cut labor costs sharply. 
As the great base on which the steam is used primarily and inexpensively for 
peaking purposes, we have the greatest integrated multipurpose water power 
system in the world. 

That’s where the cheap power comes from, not from any subsidy. 

For TVA not to be permitted to provide the power that is needed, or to obtain 
it from the most economical source would not only be a disservice to the people 
of the valley region, but to the Nation which has made an investment which its 
people have every right to expect will not be deliberately impaired. 

What is another element of this attack on the TVA. 


4. An astoundingly successful campaign has been waged by private power 
interests to convince the people of other sections that the Tennessee Valley 
steals their factories through low electric rates 

We hear, for example, that the textile industry is moving from New England 
to the South for this reason, It is true that some textile mills have moved to 

the South in recent years, but I am led to understand that power costs are a 

relatively insignificant factor in determining the location of such plants as 

textile mills. Other factors, such as nearness to raw materials, proximity of 
markets, and labor costs heavily outweight the advantages of low power rates. 

We in Tennessee are of course aware of and greatly interested in industrial 

development. What State is not? But I assure you, gentlemen, we have no 

desire to profit at the expense of other States. The industries which have located 
plants in the South have done so because the various economy factors which 
determine industrial location have dictated that this was a wise move. For 
most industries the cost of power is not the factor that determines location. 

It has long been the established policy of my State not to pirate the industry 
of other regions. At a meeting of Tennessee’s industrial development com- 
mission this weeek we reviewed our list of new industry. Of 1,122 new businesses 
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established in Tennessee since 1946, only 5 migrated from other areas, and one of 
the five has since moved further south. None of the 5 came for low power cost. 
Power was one of the smallest items of all for them. 

Responsible leaders of New England themselves are refuting the myth that 
their textile industries and other factories are lured to the TVA area by cheap 
power. Representative Cotten of New Hampshire stated in the House hearings 
on TVA: “I do not think the textile industry has moyed from New Hampshire 
to Tennessee because of cheap power.” 

We know it hasn't. It has moved just about everywhere else except into the 
Valley. 

The Edison Electric Institute Bulletin of November 1952, carried a statement 
by the President of the Central Vermont Public Service Corp. He said: ‘The 
charge has been made that high power rates for industry have resulted in 
industries leaving New England for such areas as the TVA country in the South, 
where power rates are lower. High rates have also been held responsible for 


keeping new industry out Neither charge is justified by the facts 


This Nation cannot prosper if torn apart by unfounded and jealous beliefs 
that the prosperity of one section is at the expense of another. It is not a 
safe time to drive sectional wedges, or open sectional feuds between our people 

We the people of Tennessee are deeply appreciative of the remarks of Sena- 
tor Kennedy of Massachusetts made in the Senate on May 18. He said: “I 


believe the expenditure of funds by the Tennessee Valley Authority has, perhaps, 
been objected to by some persons in New England Yet that development has 
helped to contribute to the prosperity of New England as well as to the pros 
perity of other parts of the Nation.” 

Our people since the end of World War II have purchased something over 
$900,000,000 worth of new electrical appliances. Less than one-tenth of one 
percent were manufactured within the Valley. We have been for years and 
are still to this day the Nation's best market for all electrical appliances. This 
is me, ely illustrative of the new and enormous purchasing power attained by 
our people in the Valley, largely as a result of TVA. This purchasing power 
obiains in mahy fields of merchandise. We wear shoes down in our section of 
the South today. When we fall beneath the weight of a new economic lid, your 
shoe factories lay off men. 

And now, I would turn your attention to the importance TVA has for national 
defense. No other power system in the Nation is so vital to defense production 
When new defense needs develop, they develop rapidly. But we dare not blind 
ourselves to the possibility that power for defense may again be needed on short 
notice and in large amounts. If that happens, do we want to start with a tight 
power situation in the Tennessee Valley? Rather than gamble with a power 
shortage that will cripple both the civilian economy and defense potential of 
our area, would it not be better to risk a brief power surplus? The surplus 
would be absorbed in a few months. Meanwhile, TVA rate payers would absorb 
costs of idle capacity in their power bills. 

The decision this committee will make concerning the Fulton plant is a 
matter of great moment to the people of my State. We believe you will make 
the forward-looking decision. If you do, we are confident that in 1956 you 
will look back to today with satisfaction, for by then it will be clear to all that 
this expansion of power supply was wise and necessary and economical, and 
in the best interests of the region and of the Nation. 

I feel so strongly about the great importance of proceeding now to build the 
Fulton Steam Plant that I have given emphasis to issues involving a power 
supply. However, the House of Representatives has now taken a sudden and 
wholly unexpected step affecting TVA so seriously that I am compelled to also 
comment on it. ‘ 

TVA was created to walk on two legs—to harness a river with multipurpose 
dams and to serve as a regional agency to foster maximum use of all resources 
of a river valley. The complete elimination of funds for TVA’s resource devel- 
opment activities amputates one of these legs, radically altering the basic char- 
acter of TVA as a regional development agency. I believe the reason for elim- 
inating these funds is a feeling that others should be doing this work. It seems 
clear to me from the very smallness of these funds—scarcely $2 million—that 
TVA has chosen not to do the work that others are doing. Rather, TVA has 
been spending most of this money to stimulate us in the State governments of 
the Tennessee Valley Area to do our own resource development work. The 
stimulation is working. Our State planning and conservation agencies—many 
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of them completely nonexistent before TVA led the way—are taking on respon- 
sibilities for work which we used to look to Washington to do. Expenditures 
of State agencies concerned with resources increased from $8.5 million in 1934 
to $43 million in 1949. As the States and local agencies have taken increased 
responsibility, TVA has been able to curtail its activities in some fields or with- 
draw from them, turning its attention to other regional problems. We still have 
a long way to go, and meanwhile TVA’s help can be invaluable. 

With the best interests of the entire Nation at heart; with a plea for oppor- 
tunity—not subsidy; with a prayer that you will not decree through false con- 
servatism born of misinformation, prejudice, and selfishness from outside 
sources—thrust upon you in blind economic shortsightedness by people wh 
think, in error, that they will be unaffected by the mistake they seek to create 
we lay our economic future in your hands and upon your hearts. 


Governor CLEMENT. I also have in my hands two telegrams, and 
Senator Hill has one— 


TELEGRAMS SUPPORTING TVA 


Senator Hitt, Governor, when my time comes to question you | 
will read the telegram into the record. 

Governor CLEMENT. I would be happy to have you. Asa formality, 
I would like with your permission to have all three filed. The other 
two, in addition to that of Governor Gordon Persons of Alabama, are 
from the distinguished Governors of Kentucky and Mississippi, Gov- 
ernor Lawrence Wetherby of Kentucky, Governor Hugh White, Gov- 
ernor of Mississippi, all of whom support this plea on behalf of TVA. 

(The telegrams referred to follow :) 


JACKSON, MISs. 
Hon. FRANK CLEMENT, 
Governor of Tennessee, Washington, D. C. 

Regret cannot be with you in Washington Friday. You may say to the com- 
mittee that I am in hearty sympathy with your efforts to secure funds for TVA, 
and I sincerely hope you will be successful. 

HuGu WHITE, 
Governor of Mississippi. 


FRANKFORT Ky. 
Governor FRANK CLEMENT: 
Washington, D. C. 

The proposed appropriation cuts for the Tennessee Valley Authority should be 
restored and even a greater sum granted. It is shocking to think that the Federal 
Government is threatening to undermine this great and effective work of this 
agency. The TVA has induced many major industrial plants to enter Kentucky ; 
provided work and good wages for our people, and helped balance the economy 
of a State that was primarily agricultural. If the TVA is creeping socialism, then 
let us Americans creep onward. This is preferable to racing backwards. History 
will record that the TVA is a monument to a Government’s right and privilege to 
be of service to its citizens. I offer these remarks for your testimony in Wash 
ington. Should you desire to use them. 

LAWRENCE W. WETHERBY, 
Governor of Kentucky. 


INTERESTS OF VALLEY PEOPLE 


Governor Ciement. Yes, I am not here as an expert. There are 
experts present, I am sure, representing both sides of this question, 
which involves not only the future of TVA, but the future we feel 
of the Tennessee Valley. I am here not merely as an interested on- 
looker and a citizen of a State that is vitally affected, but I am here 
as the Governor of the State of Tennessee, appearing on behalf of 












































pn- 
res 
134 
ed 
th- 
ve 


or- 
yn- 
de 
ho 
te, 


a- 
\ 


SECOND INDEPENDENT OFFICES 


several million people who are not only filled with fear, 


APPROPRIATIONS, 


1954 297 


but filled 


with hope as a result of this controversy over TVA, hope that you 
gentlemen will analyze the intentions, the objectives, the desires of 


people on every side of the question. 
through their Congress, 
people of the Tennessee Valley. 

time discussing the back ground, 


have entered 1 


that 


nto this 


no longer 


The people of the United States, 
partnership with the 
We feel, and I shall not take up your 
are we 


faced with 


the question of whether there should or should not have been a TVA. 


So that I may not be misunderstood, 
of those who has believed in it 


of what our 


from 


But 


I am frank to say that I am one 
its inception. 
respective views might be, we feel that we are now in a 


cvardless 


re 


position where we have the TVA and where the future of our State 


and of 6 million residents of the valley are directly 


interwoven with the fture of TVA. 
In spite of the firm assurances and the announced policy of Presi- 


aent 


in the 


Kisenhower 
maximum efficiency, 


that his administrat 


ion would 


maintain 
in all humility and truth, I must state that we 
valley area have anxiously watched this controversy. 


related to and 


TVA at 
We seem 


to detect a first effort by sources outside of the Members of the Senate 
and the House, hostile interests, if you please, to bring the facts out 
on top of the table and state them with courtesy and respect to those 


who have views different 


from our ov 


vn, but 


factually, 


who would 


cripple the agency serving as our power supply, and as the sponsor 
of maximum development of all of our natural resources in the valley 

Some of these issues raised in the consideration of TVA’s appro- 
priations and in fact its entire future, I am sure, and believe repre- 


sent earnest differences of honest opinion. 


to be completely false in their origin. 


PLEA FOR FUT 


‘URE 


OF TVA 


I think other issues appear 


Gentlemen, I come to plead that the future of a great region of this 
Nation inhabited by almost 6 million people must not be decided upon 
Let me urge that you resist what well may be found 


false issues. 


in other 


sections of the country by those who are not members of the 


Senate or the House to have been a deliberate conspiracy against the 
TVA, which if successful can be a deadly blow to the hopes of the 
Tennessee Valley. 

We want to be free to use our human and our natural resources, if 
you please, and to realize the ambitions of our people to earn a better 
living and to purchase the services and products of other regions of 


our country. 


ISSUES AGAINS 


TTVA 


In this connection I want to discuss very briefly two of the issues 
raised against the TVA to which I refer, issues that have cropped up 


here this morning. 


The first one is circulation of an undermining 


myth against TVA that it has never and does not now forecast accu- 
ately the needs of our people for power. 
Now, gentlemen, I do not appear before you as an expert in the field 


of power supply. 


It is true I was general counsel for more than 3 


years of the Tennessee Railroad and Public Utilities Commission: 
From that period of service as counsel, if I learned anything, it was 


that whether it be a privately owned system or a publicly owned sys- 
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tem, that those who are in contact with the people, those who are in 
the particular area involved, are in a better position to judge the future 
power requirements of the people and industry served than someone 
from outside the area. I can just imagine what would have happened 
if TVA had attempted to forecast the needs of those areas served by 
private power interests. ‘To make an accurate forecast of power 
needs you need to have your hand upon the pulse of the region and 
frankly I believe in the integrity and I believe in the ability of these 
agents of the Federal Government who serve in the ¢ apacity as TVA 
officials. 

I have noticed there are others here today who have testified from 
the opposite side of the fence who have expressed a similar belief. 
You certainly need to have a pretty good idea of the ways in which 
your customers might be expected to make greater use of your service. 
You need to know how many of your residential customers have 
various electrical appliances, how rapidly those who do not have them 
can be expected to try to acquire them. In this connection let me point 
out that the Tennessee Valley region is the outstanding regional 
market for the appliances made in the North and the East. You 
have to know what the farmers intend to do with respect to adding 
electrical equipment to lighten the burden of their farming operations. 
Certainly you need to have as intimate a knowledge as possible of the 
potenti: lities of your own area for development, I repeat, and it seems 
incontrovertible to me, that the party which is in the best position to 
study and appraise the extent of future growth, is the party which has 
the responsibility of seeing to it that the power is there when it is 
needed. 

DOUBT REGARDING SOUND FORECAST 


There is a serious doubt in my mind that anyone else would have 
all the facts which are essential in compiling a sound forecast. ] 
shall not refer again to the Readers’ Digest article, which the distin- 
quished Senator from Alabama brought out a few moments ago, but 
I do think that it is imperative that we take notice of it to the extent 
that we admit that that certainly does not sound like TVA has been 
creating a power surplus. The people of the Tennessee Valley and 
the people of the country as a whole cannot afford to place an economic 
lid on the development of this region which at one time was described 
as economic problem No. 1 through an error in underestimating the 
power requirements. If there is to be an error in the determiniation 
of the capacity required, surely this error should be made on the side of 
providing slightly more capacity than is needed, rather than less than 
enough to carry possible loads. 

To err on the side of providing too much capacity can mean only a 
relatively small expense for fixed charges on the unused investment 
for a relatively few months. If the cost of providing power is in- 
creased for this reason, the consumers of TVA power will pay those 
increased costs. The interest of the Federal Government and the 
taxpayers over the Nation is protected, because any additional funds 
invested will be repaid to the Treasury by TVA from its charges to 
consumers. 

Now, what is another element of this campaign which you, as states- 
men, must analyze from both sides of the fence in the public interest. 
That seems to be the jump by neighboring power companies which 
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we have witnesses in its climax here this morning. The day after 
TVA/’s estimated needs for 1954, they came forward to say, “We can 
serve wherever any projected new generating capacity is chopped off 
TVA’s budget.” 

In that connection, let me say this. The honorable Mr. Baxter Wil- 
son of Mississippi Power & Light, who offered to supply any such 
needs, unless he was misrepresented by two of the south’s leading news- 
papers who interviewed him, said that he saw no eXaggerations in 
TV A’s estimates of future needs. He said he knew that if present 
growth curves were maintained, he would have to build new steam 
vapacity just as TVA would, to meet our needs. 


MONOPLY ASPECTS 


In other words, he just wanted to do the job, instead of TVA. All 
of us recognize that a power utility is a monopoly business. Mr. Wil- 
son, it may be observed, has not even ventured to depend upon the 
three corporate affiliates of his company in adjoining territories to 
generate his power for him. The consumers of every privately owned 
utility have first claim on its generating utilities. Mississippi Power 
& Light cosnumers have first, claim on theirs. The Mississippi 
Public Service Commission, regardless of any company contract to 
supply TVA certainly would have the power to force the company to 
give its own consumers first claim. Also, if some of its power should 
be generated more cheaply on other segments, Mississippi Power’s 
consumers would have first call on their low-cost power. Add to this 
the line loss and other costs of transmitting power great distances, 
and the missing teeth in the mouth of the gift horse yawn like Ten- 
nessee mountain caverns, 

Why make us a colonial dependency doomed to subsist on the 
marginal high cost power of private companies, whose home consumers 
will hate us for milking their electrical cow through the State fence ? 


TVA RATES 


And what of price? It seems inconceivable to me that the rate which 
a company could quote to TVA would come anywhere near what it 
would cost TVA to produce power at a modern efficient plant close 
to where the power is to be consumed. The 5 to 6 mills per kilowatt 
hour Mr. Wilson spoke of in his interview is at least 50 percent higher 
than TVA now charges its distributors at wholesale. What were the 
motives behind this offer, so carefully timed to create confusion as to 
the responsibility TVA has, in common with every other power com- 
pany, to make prudent provision for the future power needs of its 
service area ¢ 

Gentlemen, I shall not go into the question of whether or not the 
people of the rest of the Nation are subsidizing us, a fact we state is 
absolutely not correct. When we point to the fact that the power 
investment is being repaid on a 40-year installment plan, and has 
averaged more than 4 percent interest. I shall not discuss other ques- 
tions that I would like to including the allegation that we are stealing 
the industry of other sections of the country. I insist on the contrary 
that we are not doing so and the distinguished Representative Cotton 
of New Hampshire stated in the House hearings on TVA, and I quote 
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him, “I do not think the textile industry has moved from New Hamp 
shire to Tennessee because of cheap power.” As a matter of fact, I 
think I am safe in saying that not a single textile mill has moved into 
the valley since the beginning of TVA. 
MEETING OF 


STATE INDUSTRIAL 





DEVELOPMENT COMMISSION 





For your information, as I prepare to close, gentlemen, I might 
mention to you that at a meeting we had at our new State Industrial 
Development Commission just the other day we took up this very 
question, and had a survey made, and of the 1,122 new businesses estab- 
lished in Tennessee since 1946, only 5 of them migrated from other 
States, or other areas and one of those 5 has since moved farther south, 
and none of the 5 came for low power costs. Power was one of the 
smallest items of all for them. 

Gentlemen, I will be happy to try to answer any questions that you 
think I am capable of answering in connection with this hearing. I 
am not burdening you with statistics which the experts can present, 
but I am ms king : a solemn and a fervent plea on behalf of the people 
of our area, who do not want to face in 1956 the mistakes of the year 
1953, who do not want to be put in a position where we tell an industry 
that they cannot expand and give 300 more people jobs because of the 
fact that there is not power for them, who do not want to tell a return- 
ing veteran that he cannot build a home at the edge of town because we 
cannot furnish him electricity. 

With the best interests of the entire Nation at heart, with a plea 
for opportunity—not subsidy; with a prayer that you will not decree 
through false conservatism born of misinformation, prejudice, and 
selfishness from outside sources—thrust upon you in blind economic 
shortsightedness by people who think, in error, that they will be un 
affected by the mistake they seek to create, we lay our economic fu 
ture in your hands and upon your hearts. 

You have been very courteous to me and I appreciate it. I wish 
words could describe the feeling of the people of our area, and I could 
transmit it to you. Whether they be Democrat, Republican, or Inde 
pendent, I am telling you in sincerity that people go to bed in Ten- 
nessee in the Valley area at night and pray to their God that the 
Senate and House wil! not be so shortsighted as to cut us off into a 
position where we are on a margin of depending on leftover power 
from another area which may not be produced, or be left where we 
cannot do the things we like to do. We ask for no subsidy. We do 
ask for an opportunity. Thank you very much, and if you have any 
questions, gentlemen, it will be my pleasure to try to answer them. 
If I cannot, I will try to get the answer for you. 

Senator Satronsratu. Thank you. 


EFFECT OF AEC CONSUMPTION OF POWER 


Senator Hix. Is it not true, Governor, as Mr. Clapp, Chairman of 
TVA stated the other day to the committee, but for the enormous 
amount of TVA power that is going to AEC you would not be con- 
fronted with this situation of having to build these steam plants for 
so much additional power? 
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Governor CieMeNt. That is absolutely true, sir. We certainly do 
not want to be misunderstood as complaining about it. It is one of 
the things of which we are proud. But the facts will show that ap- 
proximately 30 percent of that power is going to the Federal 
Government. 

Senator Exrenper. Governor, of course you realize the fact that 
Tennessee was favorably provided with rivers, that the existence of 
these rivers really gave birth to TVA. 

Governor CLement. I certainly do, and I appreciate your bring- 
ing it out. I have attempted to put that in the statement which you 
will find in the written record. 

Senator ELLeENpER. Suppose you had been in the Senate at the time 
TVA was created, and you had been told that by 1956 the amount of 
power created from falling water would amount to only 33 percent 
of the total, and that generated by steam only 67 percent, would 
you have voted for this project ? 

Governor Ciement. The answer to that question is rather difficult, 
since I was a young man of approximately 15 at that time, and of 
course have come up in the shadow of TVA. But I will say this, sir. 
Having studied the record of TVA and having read rather con- 
scientiously in times gone by the record of proceedings at that time, 
I think I definitely would have voted for TVA at that time. 

Senator Exienper. I have voted consistently to provide steam 
power for the Tennessee Valley Authority so long as that power was 
to be used to firm hydroelectric power. Beyond that, I drew the line. 
Now, Mr. Clapp has testified that by the end of this year, 64 percent 
of all of the electricity consumed in the valley will be generated by 
steam and only 36 percent by water; by 1956, the proportion would 
be 37 for hydroelectric and 63 for steam. Did you know that? 

Governor Ciement. I was not familiar with that particular por- 
tion of Mr. Clapp’s testimony, sir. 


FEDERAL FUNDS TO FURTHER EXPAND POWER NEEDS 


Senator Exttenper. And yet you are asking today that the Federal 
Government continue to pour Federal money into the area in order 
to further expand your power needs. 

Governor Crement. We are definitely doing that, sir. 

Senator ELutenper. Through the generation of steam. 

Governor CLEMENT. Yes, sir; we are definitely doing that, sit 

Senator ELttenper. Do you believe this is fair? For example, let 
us take my State. I believe if we had cheap power there—with all 
the water we have—we could probably turn Louisiana into a magnet 
there to draw quite a bit of business to the State. Do you think it 
would be fair to the other people of the country if I should, as a 
Member of the Senate, be successful in obtaining a lot of public funds 
in order to build steam plants throughout my area to create power 
so as to attract business? 

Governor Crement. If I understand the Senator’s question and 
statement following correctly, I do not think, sir, that there is any 
difference in our views. I think there is a very definite difference m 
our opinion as to what the facts are. I do not think it is fair for any 
particular section of the country to be favored by the Federal Gov 
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ernment in an unwarranted manner to the exclusion or detriment of 
the other sections of the country. But I would cite you, sir, to the 
fact that there is no evidence that I have been able to uncover to the 
effect that that is happening in this case. So far as attracting indus- 
try is concerned, a recent publication of Fortune Magazine shows 
that other States, including your own State of Louisiana, in the year 
1951 over the year 1950 showed an increase in disposable income, 
which is that income that you can do something with after taxes, 
and that for some reason or other we were below you and we had 
shown a decrease in disposable income during that particular period. 
I have a chart of that. 

Senator Ettenper. That may be because of the fact that we have a 
good many more resources than you, such as oil and gas and salt and 
things of that kind. 

The point that I was trying to draw you out on is how far do you 
expect the Congress to go in appropriating public funds to ¢reate all 
this power ? As I have just indicated, as far as | am concerned, I want 
all of our natural resources to be developed. I am for developing any 
power that can be generated from falling water. That is all right with 
me and I will vote for that. But when you come and try to increase this 
by the creation of power generated from steam plants—something that 
can be done by your loc ‘al | people—by private industry if it so desires— 
I think we ought to draw a line. 


GOVERNMENT MAINTAINING FAITH 


Governor CremeNnt. In direct response to your question, sir, and 


knowing the distinguished Senator from Louisiana's record as. well 
as I do, I know you want me to give a frank and forthright answer. 
We expect the Federal Government to go as far as it is necessary to 
keep faith morally and legally with the “people of an area who are at 
the mercy of the Federal Government. You gentlemen have it within 
your power and if you do not come through with what we need, will 
legislate the first enforced localized depression in the history of the 
United States. Three years from now, if we do not have the power 
we need, we will be in a position where even if you decide next year 
you made a mistake and say we will correct it, the gentlemen from 
private power have intimated it is a 3-year plan we will go through 
a 1-year period when we cannot expand our industries. We are at 
the merey of TVA. 

Senator Exnenper. You heard the testimony here this morning that, 
with reference to power needs, as projected through 1956—which makes 
the building of this Fulton plant necessary—power companies, that 
furnish power adjacent to TVA territory, are willing to meet the 
needs. They will furnish power in order to take care of the situation 
until 1956. What is wrong with that? 

Governor Cement. In the first place, we do not think it is practical. 

Senator ELLeNper. Why is it not practical? 

Governor CLEMENT. We do not think that it is practical for us to 
do what—let ns take Mr. Wilson’s company, what they themselves do 
not do—depend upon an outside or marginal area to furnish them with 
their power needs. 

In the second place, we are certainly not convinced that they will do 
it. We have heard their voices, but we have not believed that they 
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can do or will do what they say they will do. We do not think we 
should be placed at their mercy. 


UNDERSTANDING WITH PRIVATE INDUSTRY 


Senator Evienper. | heard that same argument 2 years ago, when 
the Paducah plant was erected, and yet there was an understanding 
between TVA and private industry whereby TVA furnished half the 
power necessary, and private industry furnished the other half. Why 
could not such a solution be worked out in that way by those who now 
offer this additional power ¢ 

Governor CLiemMent. Of course, I have dealt with that rather fully 
in the statement which I filed, and I will be happy to go over it. We 
just feel, Senator Ellender, that there is no reason why the Federal 
Government should at this time say to us that they are unwilling for 
us to develop our power needs through this integrated system at a low 
cost as it can be developed consistent with the public interest. The 
money is being paid back on the power investment, the interest rate 
is being paid. We have heard talk about a 23 percent figure here. 
We cannot figure a considerable figure unless we get not only the 
amount that TVA pays in Federal and local taxes we have to include 
in that the amount of profit that is made to get a figure comparable 
to that 23-percent figure. 

Senator ELLENDER. Of course, the same argument could be ad 
vanced if steam plants were built anywhere else where they are 
necessary. 

Governor CLemMent. That is correct, sir 

Senator ELLtenper. Certainly. 

Governor CLEMENT. On that particular point, and I appreciate 
you permitting me to emphasize that point, we are not here attempt 
ing to urge a similar situation, another TVA upon any other section 
of the country. But likewise neither do we take a stand against any 
other section of the country if they decide that they want their TVA 
and if the Congress decides that it would be feasible and practical 
and in the public interest. I appreciate those questions you have 
given me an opportunity to answer. 

Senator Hii. Of course, there is an enormous amount of power 
going tothe AEC and Ordnance plant and other Federal installations. 
If that was not true, you would not be here asking for the TVA plant. 


TVA’S CONTRIBUTION TO ATOMIC ENERGY 


Governor CLEMENY. That is right, and there are those of us who 
believe that if there had not been a TVA there would not have been 
an atomic bomb. Many of us believe that the entire Nation has bene 
fited from what we can describe in figures in the defense requirements 
met by the TVA program. 

Senator Ex:ienper. In that connection, Governor, I wish to state 
that 2 years ago when the question came up as to whether we should 
build steam pl: ints over and above those required to firm up power, 
I took the position that the AEC should have built its own plants 
I think we would have been better off. 
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Senator Hurt. riptewions the Governor’s testimony, I would like 
to have in the record the telegram from Alabama’s Governor Persons, 
who like the distinguished Governor of Tennessee who served as chair- 
man and member of the Alabama Public Service Commission. 

Senator Sauronsrat.. Without objection, it will be included in the 
record. 

(The telegram referred to follows :) 

MoNTGOMERY, ALA., June 24, 1953. 
Hon. Frank CLEMENTS, 
Governor of Tennessee, Nashville, Tenn.: 

As I previously advised, it is absolutely impossible for me to get away on 
Friday to appear with you before the Senate Subcommittee on Appropriations 
when H. R. 690, the TVA bill, will be up for discussion. The Alabama Legislature 
is in session and one of our most important bills will probably come up Friday. 

As you know before I became Governor I served as a member and president of 
the Alabama Public Service Commission for 8 years. Therefore I feel I am in 
position to know just what TVA has done for Alabama and for the entire South. 
What TVA did for the Nation during the war is a matter of public record because 
without it there would have been no atomic bomb. 

I wish you would inform the Senate subcommittee of my intense interest in the 
appropriation bill which provides funds for TVA’s operation during the fiscal 
year 1954. Particularly the resource development work is of utmost importance 


to the State of Alabama, the third largest producer of forest products in the 
United States, and as a large part of TVA’s appropriation was to cover industrial 
resources and forestry work I feel it is absolutely necessary that the appropria- 
tion be granted as requested. 
I shall be delighted to obtain any particular information which might be help- 
ful to the committee and I wish you would inform them to this effect. 
GORDON PERSONS, 
Governor of Alabama, 


Senator Hitt, The Governor urges favorable action by the com 
mittee. 

Major Allen is the next witness. 

Senator SavronsTaLL. Major Allen, will you proceed ? 


STATEMENT OF THOMAS H. ALLEN, PRESIDENT, MEMPHIS LIGHT, 
GAS, AND WATER DIVISION, CITY OF MEMPHIS, TENN. 


PREPARED STATEMENT 


Mr. AtLEN. I am here representing the city of Meinphis and Shelby 
County, Tenn., I have a prepared statement. 

Senator SauronsTaLuL. I assumed you were here when the Chair 
made the original statement before he had to testify. 

Without objection from the members of the committee, the Chair 
would suggest that you put your prepared statement in the record at 
this point, and then proceed to highlight it in any way you see fit 
briefly. 

Without objection, the statement will go in the record at this point. 

(The statement referred to follows :) 


STATEMENT oF THOMAS H. ALLEN, PRESIDENT, MEMPHIS LIGHT, GAS AND WATER 
Division, Crry oF MeMPHIs 


We appear before this committee of the Senate in the interest of the people of 
Memphis and Shelby County, Tenn. Memphis Light, Gas and Water Division is a 
branch of the city government and owns and operates the utility that supplies 
electric energy for any and all purposes for which electricity is used throughout 
Memphis and Shelby County. 
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Passage of the Tennessee Valley Authority Act of 1933 was an invitation to 
the people of this section to utilize the supply of power that would be made 
available from Wilson Dam and the associated steam plant that were turned 
over to TVA for operation, which with the proposed basinwide development of 
the Tennessee River and its tributaries promised what then seemed to be an 
inexhaustible supply of power for all needs in this area 

Prior to formation of the TVA, the city of Memphis owned and operated its 
water department. Electricity and gas were supplied by a privately owned 
utility. Before the city took advantage of the low-cost hydropower that would be 
developed on the Tennessee River, the city government submitted the whole 
question of municipal ownership of its electric utility to the people of Memphis, 
and in the referendum the people of Memphis voted approximately eighteen to one 
in favor of municipal ownership. In compliance with this mandate from the 
people, the functions of the board of water commissioners was widened to include 
an electric operation, and the Memphis Light and Water Division was organized 
for the dual purposes of operating the water supply and electric facilities of the 
city of Memphis. 


CONTRACTUAL RELATIONSHIPS 


On November 23, 1935, the city of Memphis and Memphis Light and Water 
Division contracted with the Tennessee Valley Authority to purchase from the 
Authority and Authority agreed to supply the entire electrical requirements of 
the division for a period of 20 years. This contract set up a procedure whereby 
all the power requirements of this division would be met so long as requests for 
increasing needs for power were made in conformity with the provisions of this 
contract. This contract with its amendments and supplements provides the only 
source of power available to the city of Memphis. 

Memphis Light and Water Division undertook to purchase the privately owned 
electric system, and failing to do so proceeded to build its own facilities. Initial 
delivery of electricity from TVA to Memphis Light and Water Division was made 
on June 1, 1938. 

Subsequently, the functions of the Memphis Light and Water Division were 
again widened to include the operation of a gas distribution system, to permit 
the Memphis Light, Gas and Water Division to acquire the gas and electric 
properties of the privately owned Memphis Power & Light Co. At the same time 
TVA acquired the transmission system of the Memphis Power & Light Co. and a 
new privately owned corporation was created to acquire and operate the Fourth 
Street generating station of Memphis Power & Light Co. This corporation was 
known as Memphis Generating Co., and in the agreement the Fourth Street 
senerating plant was to allocate 60 percent of its capacity to the Arkansas Power 
& Light Co. and 40 percent to TVA. 

This contract of May 10, 1939, between the city of Memphis, Memphis Light, 
Gas and Water Division, Tennessee Valley Authority, Memphis Power & Light 
Co., and Memphis Generating Co., continued in effect all the provisions of the 
original contract of November 23, 1935, as between the city of Memphis and 
Memphis Light and Water Division for a period of 20 years from the date of 
initial delivery of power to the city of Memphis by the Authority. 

Various amendments and supplements have been made as between the Au- 
thority and Memphis Light, Gas and Water Division. The contract amendments 
and supplemental agreements are of record in the files of TVA and we, there 
fore, deem it unnecessary to set out herein the full details of these contracts 

Memphis is obligated to buy its full electrical requirements from TVA, and 
TVA has agreed to supply the entire power requirements of the city of Memphis 


RESALE RATES 


Under the provisions of the contract with TVA as amended or supplemented, 
Memphis Light, Gas and Water Division has agreed to resell power to the public 
at rates which were originally fixed by agreement in the contract between TVA, 
the board of commissioners of the city of Memphis, and Memphis Light, Gas 
and Water Division. Resale rates have from time to time, by agreement, been 
modified. 

Resale rates established in the TVA service area are low for many reasons 
The TVA and the distributors in a joint undertaking established low rates ‘to 
encourage the use of power in large volumes, expecting the volume of business 


done at low margins of profit to compensate for the low price paid by the con 





306 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


sumer. This expectation has been realized. In Memphis the rates established 
reduced the cost of power to our citizens by 45 percent. The advantage of the 
low rates is to make power so cheap that it be available to all classes of people 
to lift household burdens, dispel the drudgery of farm life, and to develop the 
region's agricultural, commercial, and industrial possibilities. 


THE CITY OF MEMPHIS 


The city of Memphis has many advantages. Memphis is served by nine trunk- 
line railroads. Seven national highways meet in Memphis. Memphis is served 
with river transportation and adequate airport facilities. It is the center of 
a large and thriving agricultural section. It is a large hardwood market and it 
is the largest inland cotton market. It enjoys a remarkable supply of artesian 
water. It is supplied by natural gas and TVA electric energy. Memphis has 
been governed over a long period of time honestly and efficiently. It is a cultural 
center. 

All these things have combined to make Memphis’ growth remarkable as may 
be shown by the following graph. Since 1935 the population in Memphis and 
Shelby County has grown from an estimated 330,000 people to a conservative 
estimate of 535,000 people. We believe that this growth will continue and that 
Memphis will become a very large city, unless those responsible for utility and 
other essential services lack foresight and fail to provide for the needs of a 
progressive and thriving community. 


ELECTRIC DEVELOPMENT 


In Memphis, as is the case elsewhere, the consumption of power per capita 
has increased rapidly. New uses have been developed for electricity that were 
but dreams a few years ago. The combination of a rapidly increasing popu 
lation, along with an universally popular demand for any commodity, be it 
electricity or anything else, creates an expanding market for that commodity 
that must be satisfied. 

The growth in population of Memphis and Shelby County, the expanding 
market for power, together with rural, commercial, and industrial developments 
have all contributed to the increase in consumption of power from year to year 

The attached tabulation shows the total power consumed by the people of 
Memphis and the peak demand from 1935 through 1952. 

The attached graphs show the way in which the use of power and the maxi 
mum demand have grown in Memphis. 

This may be summarized, however, in the following tabulation which shows 
the growth in Memphis and Shelby County for the 12 months ending May 31, 


1988, and April 30, 1953. 


Percent 


| May 31, 1938} Apr. 30, 1953 teaséese 


57, 927 143, 364 147 
55, 500 | 241, 200 335 
, 406, 173 | 419 
282, 900 410 


Electric customers 

Maximum demand in kilowatts prior to. g 

Kilowatt-hour consumption, year ending (M kilowatt-hours) - | 271, 035 

Maximum demand in kilowatts on June 11, 1953 | 

Average sales price per kilowatt-hour by Memphis Power & | 
Light Co. year ending (cents) biakée 2. 386 1.17 2 (104) 


| 


1 June 11, 1953. 

2 Denotes decrease. 

Over the years, there has been a tremendous savings in money to the people 
of Memphis and Shelby County, Tenn. 

To finance the electrical operations of the city of Memphis, the people originally 
sold a total of $15,750,000 in bonds. Bonds outstanding as of April 30, 1953, on 
the electric properties amount of $2,340,000, which with $5,070,000, an inter- 
department loan, represents the present long-term obligation of the electrical 
system. 

Memphis Light, Gas and Water Division has invested a total of $48,065,464,92 
in electric plant and properties and has underway planned expenditures of 
$9,280,000 in new plant and properties to keep abreast of the foreseeable needs of 
the near future. The expense of plant has been paid for out of earnings. The 
division, therefore, has successfully reduced its debt and built facilities necessary 
to supply the growing needs of the community on the prevailing resale rates. 
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FUTURE NEEDS 


It has been very difficult to estimate the future needs. Based on present 
indications the load on the Memphis system for the next 5 years will be as 
follows: 

Kilowatts Kilowatts 
De isniniy abirvi aocwecnn~ 2, GOO | 1956 895. 000 
Saree @ 315, 000 | 1957 LE 4235. 000 
) . : ...-----~ 300, 000 | 1958 ? 480, 000 


r'vA’S POWER SUPPLY FACILITIES TO MEMPHIS 


TVA initially supplied Memphis over two transmission lines, over separate 
routes, from Pickwick Dam substation. One line terminated at the TVA South 
ern Terminal Station on what was then the southern limits of the city of Mem 
phis. The second line terminated at the TVA Northern Terminal Station on the 
northern limits of the city. A loop around the city equalized voltage at these two 
stations. On property adjoining the Northern and Southern Terminal Stations 
of TVA, the city of Memphis built Northgate and Southgate substations, at which 
points Memphis takes power from TVA. 

On May 1, 1950, TVA acquired the properties of Memphis Generating Co., but 
until May 31, 1958, TVA is obligated under the contract to allocate 60 percent 
of the plant capacity which will remain available to Arkansas Power & Light Co 

Later a line was built from Kentucky Dam to Martin, Tenn., and from Martin 
to Memphis. Finally a fourth line from the Johnsonville steam plant was built 
to Jackson and from there to Memphis. Memphis is therefore supplied by 
four transmission lines and the TVA steam plant at Memphis 

TVA’s facilities supplying Memphis have a total capacity of 371,000 kilowatts 
without reserves. 

FULTON STEAM PLANT 


Additional transmission lines to Memphis from existing powerplants will be 
immediately necessary to meet immediate needs and to provide reserve line 
capacity. 

The Memphis market can for a time be supplied by such lines, but we know 
that the logical solution to a power supply for Memphis and other west Ten- 
nessee customers of TVA is a TVA steam plant of 450,000 kilowatts capacity 
located at Fulton, in Lauderdale County, Tenn., on the Mississippi River, which 
would provide for barge transportation of the coal requirements and supply the 
condensing water necessary for the plant. A plant so located would be operated 
as all of the other plants of the TVA system now function. It would be a part 
of an integrated system supplying power to the network of overhead trans 
mission lines. Power from this station would go wherever power would be 
needed. The flow of power from this plant would at times be largely to Mem- 
phis for peak demands. At other times, it would flow eastwardly into the system 
to conserve water. It would be controlled for the best overall efficiency of the 
TVA system. It would be as much a part of the integrated system as any 
other hydro or steam plant owned by TVA, but it is logical that a steam plant 
should be built sufficiently close to the city of Memphis to reduce some of the 
excessive losses on long transmission lines, provide a source of power near the 
Memphis load center and eliminate some of the hazards that are inherent in 
long transmission lines. The attached photograph shows what can happen when 
a wind storm hits a tower. It is a fact that Memphis has been completely sep- 
arated from the TVA system because of a tornado. 


DEVELOPMENT OF TVA’S SYSTEM 


The potential power in the Tennessee River was first utilized without any 
planned overall development of the river’s possibilities. 

In the beginning, Tennessee Electric Power Co. built a dam at Hales Bar, 
with a steam plant to firm up its capacity. The Aluminum Co. of America built 
some dams on the tributaries to the Tennessee River. The Government built 
Wilson Dam at Muscle Shoals, Ala., to supply power to a chemical plant to 
provide explosives for World War I. In conjunction with Wilson Dam, a steam 
plant was built at Sheffield, Ala. The original development on the Tennessee 
River was, therefore, in part by private utilities, in part by industry, and in part 
by Government as a war measure. 
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The Tennessee Valley Authority apaprently was largely conceived as the 
answer to “What to do about Muscle Shoals?” It was apparent from work 
already done that only the United States Government could properly develop 
the Tennessee River to fully provide a maximum usefulness for navigation, 
flood control, and power production in a comprehensive, effective way. Neither 
the municipalities, States, private capital, private industry, or any other com- 
bination could have as successfully developed the river as has the TVA. 

The ability of TVA to supply power in large quantities for producing the 
materials needed in World War II naturally necessitated the development of 
defense industries in this area. So it has happened that in the course of time, 
the demand for power on the part of municipalities, cooperatives, large industries 
served directly by TVA, and the United States Government itself, soon outgrew 
the capacity of the hydro plants on the Tennessee River, as well as those built 
on the Cumberland River which has been turned over to TVA for operation. 

A large steam plant was built at Watts Bar, to be followed by others until the 
system which started with Wilson Dam and the Sheffield steam plant only has 
grown to be the largest integrated power system in the world. Due to the 
enormous requirements of the Atomic Energy Commission and other Government 
requirements, when present facilities are completed, the capacity in steam will 
exceed *the combined hydro capacity of both the Tennessee and Cumberland 
rivers. 

Surely, somewhere in the order of 40 to 50 percent of the power generated by 
the TVA system is now going into production for Government uses. 

The total capacity when present projects are completed will be approximately 
9,577,000 kilowatts. The future power requirements of the city of Memphis are 
but a small fraction of the total capacity of TVA’s plant. Certainly, a growing 
and thriving community that buys and trades with the whole United States must 
be adequately taken care of in the planned program for future usefulness of TVA. 


ALTERNATE PROCEDURE 


It has been suggested that cities and cooperatives should build their own 
plants. This is not the economical answer. A great number of isolated, small 
plants cannot produce energy as cheaply as can large plants such as those being 
built by TVA, whose engineering staff is of outstanding ability, who has the 
know-how and experience to build cheaply and efficiently and an operating 
organization that is capable of maintaining and operating plants to produce the 
lowest possible cost per kilowatt-hour. Large steam plants integrated with 
other plants of the TVA system reduce the necessary number of spare units and 
therefore idle capacity that would be needed. 

It has been suggested that private power systems on the fringe of TVA’s 
service area might supply the power. Mississippi Power & Light Co. and 
Arkansas Power & Light Co. have made gestures to this effect, but they do not 
have the power nor can they generate it as cheaply as can TVA. To supply our 
needs for the future, these companies would have to build. We can build just 
as cheaply as they can build, and TVA can build cheaper then either of us. 

Claim is made that TVA is subsidized by the rest of the Nation. There are 
very few privately owned utilities that liquidate their long-term obligations. 
TVA is required by law to pay back to the United States Treasury the sums 
advanced by the Government to finance construction. The spread between the 
cost of production and sales cost of power to its customers provides an adequate 
yield to recompense the United States Government and the people of the 
Nation, and this return of capital and on capital comes out of the pockets of the 
consumers in the TVA service area. We, therefore, also have an investment in 
TVA as well as do the people of the Nation—both as citizens of the Nation and as 
consumers on TVA’s system. 

This area has developed industrially. It has profited by river transportation. 
TVA has become one of the largest coal consumers in the world and provides a 
market for Kentucky, Tennessee, and Illinois coal. TVA is accused of enticing 
industry from the rest of the Nation. Practically all of the industrial develop- 
ment that has taken place in the area has been new development. Many of the 
industries that have come to Memphis are branch plants of nationally known 
organizations. I know of but one industry that has actually moved from another 
section of the country to this area. We, therefore, are not stealing industry 
from the rest of the country, but we have developed a tremendous market for 
the manufactured products that come out of plants all over the rest of the 
country. 
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CONCLUSION 
The population and the rural, commercial, and industrial development of 
Memphis and Shelby County demand more power than TVA can supply with 
existing facilities if they are to meet our needs. 

Expenditures made by the United States Government to supply plants and 
facilities to serve Memphis will be paid back to the Government. 

In good faith we reply upon our contract with TVA and we respectfully sub- 
mit to this committee of the Congress our needs and our reasons for requesting 
the construction of the Fulton steam plant with the necessary transmission and 
other facilities required to integrate it with TVA’s network. We submit that 
on the record TVA has performed its many functions expertly, honestly, effi 
ciently, and profitably to the people of this area and to the whole United States, 
for both its war and peacetime needs. 


Memphis Light, Gas & Wate Division, city of Men phi 
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Senator Hitt. State your official position for the record. 
CONTRACT WITH TVA 


Mr. Auten. I am president of the Memphis Light, Gas & Water 
Division, which is an arm of the city government, of Memphis, Tenn., 
who owns and operates not only the electric system in Memphis, but 
a gas and a water distribution works. In 1935, we made a contract 
with the Tennessee Valley Authority for all of our supply of power. 
That contract provided that for 20 years from the date of initial deliv 
ery TVA would supply our needs. 

‘We have relied on that contract, and therefore have no source of 
power other than our coritract with the Tennessee Valley Authority as 
originally drawn, and as from time to time modified. The resale rate 
at which we sell this power are fixed by that contract. While they have 
been modified from time to time slightly, they were designed to pro 
duce the use of power in large quantities. 

Memphis has developed its load at a present rate over the years. But 
Memphis is a large and growing city. It is a center of railroad trans 
portation. Nine trunklines run into Memphis, highways meet at 
Memphis. We have river transportation and airport facilities. It 
is the center of a large and thriving agricultural section and a market 
for power naturally grows in Memphis, regardless of who would 
supply it. The electric development in Memphis, of course, has gone 
along with two developments. One is the growth in population, the 
new uses to which electricity has been put in recent years, and the 
development of its commercial and industrial institutions. 

I think we can best show the rate at which this growth has taken 
place by calling attention to the fact that on May 31, 1938, we had 
57,927 customers on the electric system and now on April 30, 1953, we 
have 143,364. That isa growth of 147 percent. 

Our maximum demand has grown from 55,500 in May 1938, to 
241,000 prior to April. That is 335 percent increase. Since April : 
shown in the statement, our maximum demand has reached 228,900 on 
June 11, and as I left the office the other day it had gone up to 291,000 
kilowatts. So the growth at which the load in Memphis has developed 
will demand a greater power supply facility if we are going to keep up 
with the needs. 

GROWTH OF POWER CONSUMPTION 


The consumption of power has grown from 271,000 kilowatts to 
1,406,173. That is a growth of 419 percent. 

So the city of Memphis i is developing like much of the area in which 
we live, and we must have additional power in order to supply those 
needs. 

The Memphis Light, Gas and Water Division has issued bonds for 
yroducing the power. It has retired all but $3,240,000 of those bonds. 
Vet our plant value has grown up to $48 million. We now have plant 
expenditures of $9,280,000 in the future. 

All of this was of no value unless we have the necessary supply for 
it. 

FUTURE POWER ESTIMATES 


Our estimates for the future, as we have in our prepared statement 
for 1953, 285,000 kw., but we have already exceeded. This will grow 
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to 480,000 kw. by 1958, at which time our contract with TVA runs out. 
TVA is now able to supply over present facilities to Memphis a total 
of 371,000. At the rate we are going, we will not be able to progress 
much beyond the 1955 season without additional power from TVA. 

I think in the meantime we will have to augment the power to some 
extent by additional lines. 

Senator Ex:enper. How much power are you producing your- 
selves? 

Mr. Atiten. We are not producing any power. 

Senator Eirtenper. You are getting it all from TVA? 

Mr. ALLEN. Yes. 

Senator ELLtenper. Were you connected with the city of Memphis 
prior to the time that you entered into this contract with TVA? 

Mr. ALLEN. Was I connected with the city of Memphis? 

Senator ELLenper. Yes. 

Mr. Auien. No. 

Senator ELLENpEeR. You would not know the cost of producing that 
power compared to what it is now costing TVA ?¢ 

Mr. Auten. You mean the production cost? 

Senator ELLeENpDER. Yes. In other words, could the city of Mem 
phis produce the power as cheaply as it is now being purchased by it 
from TVA? 

Mr. ALLEN. At this time? 

Senator ELLenper. Yes. 

Mr. Auten. That brings up the question of what our future pro 
cedure should be. The only way in which we could produce power 
would be to build a steam plant of our own. 

Senator Extenper. Exactly. There would be no taxes to pay. 
You would not pay any taxes on it. 

Mr. ALLEN. No, not if we owned it. 

Senator Evtenper. Do you not think that you could produce it as 
cheaply by steam as could TVA? 

Mr. Atxten. I think we could build a plant in Memphis which would 
have the ability to produce power as cheaply as anybody else could 
build a plant in Memphis and produce the power. But operating as 
an independent unit and as an isolated plant, we would not have the 
many benefits that come from integration, and we would have to pro 
vide spare capacity in that plant to take care of other emergency 
which TVA does not have to supply to the same extent, because they 
can call on other plants to fill the emergencies. Operating the plant 
on an integrated basis is on a big system and a large plant like TVA 
builds with large units a lower cost than you could get in an isolated 
plant. The cheapest power that is produced by TVA is the hydro 
power. That power coming in with the steam power makes an over 
all lower cost than we could hope to get in a steam plant isolated from 
any other connection system. 

Does that answer your question ? 

Senator ELttenprr. Yes. 


NEED FOR FULTON PLANT 


Mr. Auten. We need the plant at Fulton. That plant would not 
only supply some of the needs of Memphis, but it would supply needs 
in west Tennessee and perhaps in northern Mississippi at times. The 
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development of the TVA system started, of course, with Muscle 
Shoals. Nobody could foresee the tremendous growth that has taken 
place in recent years. I do not believe anybody in the electrical busi 
ness, and I have been in it since 1900—that is a long time—could ever 
foresee the growth in power consumption that has actually taken place. 
I do not believe that anybody ever had any conception that the Ten- 
nessee Valley Authority would grow to the extent that it has grown. 

But when you go into the utility business you are in the utility busi 
ness, and you have to take care of the needs of the community you 
serve. TVA has not only been supplying the municipalities and co 
ops, but they are supplying a large number of large industries—I say 
a large number, not so many in number, but in power—and large Gov- 
ernment undert: kings in the atomic energy field. They have added 
tremendously to the amount of steam that has been necessary to handle 
the load they are now trying to take care of. 

Senator Exzenver. In that connection, were you surprised at the 
figure I discussed with the Governor ? 

Mr. Aten. I could not quite hear them from where I sat. 

Senator Eitenper, As of 1956, 37 percent of the electricity used in 
the valley will be produced by hydroelectric power, and 63 perceng 
from steam. 

Mr. AtLEN. No, I am not surprised at that. 

Senator Eitenper. You are not? 

Mr. ALLEN. No. 

Senator Extenper. It is your view that the Federal Government 
should go deeper into it and furnish that area with more steam power 
because of that need ? 


CONTRACT WITH FEDERAL GOVERN MENT 


Mr. Auten. The Federal Government provided us to buy power 
from the TVA and made a contract with us to supply it. We feel the 
Federal Government has the same obligation toward us that we have 
to our customers when we undertake to supply power to them. The 
city of Memphis and Shelby County, and of course the rest of west 
Tennessee and that whole area, northern Mississippi and part of 
Kentucky, is dependent on Tennessee Valley Authority for power. 
There is no other power available except what might be imported 
from Mississippi or from Arkansas. The amount of power they have 
in Mississippi and Arkansas is not sufficient to meet the needs of this 
area of the State, or rather this area of the Tennessee Valley service 
area, which would include northern Mississippi and aaa part of 
lower Kentucky. They say they would be willing to build, but they 
have not said what the price would be for that power. Until they name 
the price, I do not think they have made any proposition at all. I do 
know this, that if they have to build, we can build as cheaply as they 
can build, and TVA can build cheaper than either one of us because 
they have built these plants in such large sizes and they have done such 
an excellent job. It has been one of the most outstanding engineering 
accomplishments in this country. I know they can operate on a cheaper 
basis than can either of these surrounding systems because they are 
larger. They have the support of the hydro power back of it, and it 
would be foolish for the city of Memphis to depend upon the output 
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of Tennessee or Arkansas when building a plant at Fulton would 
solve the problem. 

In conclusion, I would just like to say that we in the Te snnessee Val- 
ley area do not believe we are being subsidized by the Nation as a 
whole. If you take the amount of money that is paid by the cus- 
tomers of the Tennessee Valley Authority, take out the costs of 
operation, take what is left, you can split that up into taxes or inter 
est, any way you want to, I am sure you would find if it is done on a 
logical and proper basis, that there ‘would be adequate money there 
to say with certainty that the Tennessee Valley is self-sustaining. 
I would like to point this out. When you compare and analyze the 
Tennessee Valley Authority’s operations with the operations of other 
utilities, you have to remember that the Tennessee Valley Authority 
is largely a generating organization. We do the resale work and the 
distribution system. You have to put together the distribution out- 
fits with the generating outfits of TVA and analyze the thing as a 
whole in order to get on a comparative basis with companies like 
Missouri Power, Arkansas, and others, who do generation and the 
distribution both. 


RECENT RATE INCREASE 


Now, if we thought that the Tennessee Valley Authority was losing 
money on our business, and that the Government was not being paid 
back a sufficient return on the capital they have invested, we would 
insist that they raise their rates and last year we did exactly that in 
the industrial field. They stated the nee .d, and we went through with 
them to see that the rates were raised to put them above any question 
as to whether or not Tennessee Valley Authority was getting proper 
compensation for the services they were rendering. 

We do not believe that the Federal Government invited us to take 
all of our power from the Tennessee Valley Authority, and now at 
this late date they intend to leave us witl out that source of supply, or 
to leave us with an inadequate supply of power. We believe that 
this body can be trusted to do those things that are morally right as 
well as legally right. 

We feel that the city of Memphis and Shelby County, which we 
serve, and the people of west Tennessee and the whole Tennessee 
Valley service area can depend upon you gentlemen to do that which 
is right. and proper in this case. 

Mr. Chairman, I also would like to put into the record a statement 
of the American Public Power Association, which has been handed 
to me by their general manager, which endorses our position in this 
matter. I am a member of that association and the past president of 
the organization. 

Senator SatronsTaLn. Without objection, that statement will be 
inserted in the record. 

(The statement referred to follows:) 


STATEMENT BY ALEX RADIN, GENERAL MANAGER, AMERICAN PUBLIC POWER 
ASSOCIATION 


The American Public Power Association, representing over 700 local publicly 
owned electric systems in 38 States and Puerto Rico, endorses the request by 
the distributors of TVA power for funds for steam generating units necessary 
to meet the power supply needs of the TVA area. 
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The American Public Power Association represents only local publicly owned 
electric utilities, primarily municipal systems, public utility districts and state- 
wide systems. No Federal power systems are represented in the membership 
of the association. 

The most recent action of the American Public Power Association with 
regard to the need of the TVA distributors for additional power supply was 
taken by the board of directors at a meeting in Washington, D. C., on March 7, 
1953. At that meeting, after a full discussion of the power supply problems in 
the TVA area, the board, representing a cross section of local public powe: 
systems executives from every part of the country, unanimously adopted 
resolution “supporting the request of the TVA distributors to the Congress that 
the Federal Government continue its present policy and conditions in the TVA 
area with regard to the Federal Government’s responsibility to supply the power 
requirements of the area.” The action of the board of directors was taken with 
full appreciation of the basic responsibility of any utility—-whether public o1 
private—to meet the growing needs of the people it serves. 

In considering the power supply needs of the TVA area, it should ke ke 
in mind that the power situation in that area is different from that in any 
other section of the country, in that the Federal Government, through Congress 
1as assumed responsibility as the sole supplier of electrical energy in the Ten 
nessee Valley. 

Ten 97 municipal and 51 cooperative distributors who buy power from TVA 
and resell it on the retail market do not own any generating facilities. Thei: 
contracts with TVA provide that they must buy from the Authority, and, as 
a matter of fact, since the TVA is designated as the sole supplier of electri: 
energy, these contracts have the effect of prohibiting the distributors from 
building any generating facilities of their own. The assumption is very clear 
in these contracts that fhe TVA (the representative of the Congress) will fur 
nish the power needed to take care of the requirements of that entire region. 

But if there is no further hydro power to be developed, and all sources seem 
to agree on this point, how can Congress’ agent, the TVA, carry out its part of 
this bargain—to supply power to the region—ualess it does so by installing steam 
senerating units? 

Opinions have been advanced to the effect that the distributors or even the 
industrial customers of TVA should supply their own generating facilities. 

As for the distributors, their power contracts with TVA prevent them from 
buildings generating facilities of their own. At the present time, therefore, it 
would be a violation of their contracts with the Government for them to build 
steam plants. 

As for the industrial customers being required to build their own generating 
facilities, this would be a decided step backward in our modern practices of 
central station distribution. Recent trends have been for industries to discon 
tinue generating their power and purchase power from a central station system 
Furthermore, if the industries in that region were to be required to build thei: 
own steam plants, it would place industries there under a handicap which s not 
imposed upon them in any other section of the country, and would place a definit 
limitation upon further industrial development. 

Aside from all these factors, it should be noted that the trend in the electri: 
industry is toward greater integration of electric systems. Experience ha 
shown that the construction of relatively small, inefficient plants not tied into th 
overall TVA system would result in higher power costs than if the syste 
remained one integrated unit. 

One additional factor should also be borne in mind in considering the power 
requirements of the TVA area. By 1956 the Atomic Energy Commission installa 
tions and other defense plants in the TVA region will be taking 40 percent of 
the output of the TVA system. The normal growth in the electrical requirements 
of the people of the TVA area should not be restricted because so large a propo! 
tion of the output of their sole power supplier is required for national defens 
purposes. 

Maj. Thomas C. Allen, one of the organizers of the American Publie Pow: 
Association, a former president of the association, and a recipient of the associa 
tion’s first distinguished service award, is testifying before your committee 
today in connection with the power needs of the local distributors of TVA pow 
As president of the light, gas and water division at Memphis, Tenn., Major Alle: 
is intimately aware of the detailed power requirements in the TVA area. Those 
needs, as described to you by Major Allen, have the full support of this ass: 
cltion 
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HOLDBACK OF WATER FOR NAVIGATION 


Senator Hix. Is it not true with the multipurpose TVA dam 
system, it is necessary to hold back water for purposes of nar 
and that means denial of certain additional hydropower, and that 
helps to create the necessity for steam plants ¢ 

Mr. ALLEN. Yes. Very few people seem to understand that. They 
have to hold enough water in those lakes to maintain the minimum 
for navigation. They have to foresee the possibilities of floods that 
may occur. They have to dump water at times that could produce 
power if it were held in the dam system and the reservoirs. So a great 
deal of power is lost that could be produced in the hydrosystem if 
these other requirements were not an absolute necessity. 

Senator SatronsTaLL. Thank you very much, Major Allen. We 
appreciate your coming. 

Mr. Auten. Thank you, sir. 

Senator Kerauver. Mr. Chairman, Mayor Dempster, of Knoxville, 
is here. 

Senator Sattonstatu. We will hear Mayor Dempster, of Knoxville. 

Senator Kerauver. Mr. Chairman, the mayor is a distinguished 
citizen of our State, and a great mayor, and [ am happy to present 
him to you. 

Senator SauronstatLt. Thank you. Mr. Mayor, we will be glad to 
hear you. Have you a prepared statement ? 


STATEMENT OF HON. GEORGE P. DEMPSTER, MAYOR OF THE CITY 
OF KNOXVILLE, TENN. 


PREPARED STATEMENT 


Mr. Dempsrer. I have. 

Senator SauronsratL. Without objection, your prepared statement 
will be put in the record in full at this point, and you can highlight 
as you see fit. 

(The statement referred to follows :) 


STATEMENT OF Geo. R. DEMPSTER, MAYOR OF CITY OF KNOXVILLE, TENN. 


Mr. Chairman and gentlemen of the committee, the people of the Tennessee 
Valley are aroused to the dangers and threats to the opportunities, jobs, and liv- 
ing standards that will descend upon them if proposals to emasculate the TVA’s 
power production and regional development activities are approved in the Con- 
gress. 

It is no wonder, therefore, that dozens of statewide and local organizations 
throughout the entire Tennessee Valley organized, a few weeks ago, the Tennessee 
Valley Committee for Adequate Electric Power, of which I have the privilege 
of being the chairman. The purpose of this coordinate group is to facilitate the 
desire and efforts of the people of the Tennessee Valley to communicate their 
views on TVA to the people of the United States, who are the owners of our 
power system. It is our belief that when the people of America understand that 
6 million people in the Tennessee Valley are wholly dependent upon TVA for 
their productivity, and that the prosperity of our region permits us to pour our 
money into every nook and corner of the country, the taxpaying owners of our 
power system will not permit its curtailment to their disadvantage and ours. Ina 
citizen to citizen appeal for adequate power, our people are directing hundreds 
of thousands of letters and communications to their friends, relatives, and 
associates in other States. Hundreds of groups are passing resolutions of en- 


35308—53——-21 





320 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


dorsement of TVA which are petitions to the Congress and the President ty 
maintain the agency at maximum efficiency. 

While the phrase “the Nation’s No. 1 economic problem” is perhaps forgotte1 
in other areas, our people look back with dread and gaze upon their present and 
future with thankfulness, for they experienced the Gethsemane of being the lowest 
ebb of our country’s economy. They look even further back to the middle years 
of the last century when the areas from the Mississippi to the Atantic and from 
the Ohio to the Gulf was scarified and laid waste by war and destruction—a 
condition compounded by the vicious and hateful policies of reconstruction days 
For generations we have endeaveored to lift ourselves by our boot straps, without 
adequate capital and with no peculiar combination of resources which automati 
eally assured our prosperity. Our only resource of great significance was the 
magnificent river system fed by 50 inches annually of rain falling on the moun 
tains and the valleys. 

It was with gratitude and hope that they watched the evolution of decisions 
in Congress to develop the resources of this river by multiple-purpose dams 
They had waited long and in vain, watching the Federal revenues poured into 
other areas, land grants to the railroads to open the West, vast reclamation 
projects in that area which was the foundation of their prosperity, the erection 
of a multimillion-dollar levy system to reclaim the flooded areas of the Missis 
sippi Valley, the expenditure of untold millions to develop the locks and harbors 
of the Great Lakes. They paid the differentials in freight rates that depressed 
industry and the high protective tariffs devised by majorities in Congress 
through generations to protect the industries of the North and East against the 
inflow of cheap goods, all at the expense of the agricultural South and othe: 
areas, 

But the TVA came and it has been the basis of our prosperity. For 40 years 
I have engaged in various business activities, and have observed the rapi 
progress of our region in the last 20 years. We have not progressed at th« 
expense of other areas or even at a faster rate than many other States and 
sections of the country. But we have come a long way. In this 20-year 
period industry has pushed ahead of agriculture as a major source of ineoms 
to the people of the valley. In 1929, 23 percent of the region’s income was 
derived from farming and only 15 percent from manufacturing: by 1950 a re 
versal had occurred. Manufacturing produces 20 percent of our income and 
agriculture only 13 percent. Since 1929 our industry has almost doubled. We 
had a looming deficit in manufacturing which has only been partly made up 
for we are still far below the balance of the Nation. 

Perhaps the greatest benefits have come to our home and farm owners, who 
although earning only 60 percent of the average national income, have utilized 
double the national average of electricity to lift the burdens of home and farm 

Although we hope gradually to improve the intensity of industrialization 
thus bringing a better balance of agriculture and industry and improved stand 
ards of living, we have not and will not undertake this growth at the expens 
of other sections. Our industrial employment in 1950 was only 65 worke 
per thousand of population as compared with 98 per thousand in the country as 
a whole. It is not to our interest nor to yours for us to be satisfied with less 
than the national average in industrialization. 

The TVA has been the greatest sponsor of free enterprise and capitalism that 
America has ever experienced. Over 2,000 new industries and businesses have 
risen in our midst, under private ownership, since the advent of TVA. It is 
hard, therefore, to understand the epithet of creeping socialism that has bee! 
used in the propaganda of the private power companies and others to discredit 
TVA. We in the valley, who have lived with it for 20 vears, do not envisag 
it as a prelude to Government usurpation of other occupations and businesses 
We do not know of any other method by which multiple purpose development of 
the resources of our rivers could have been accomplished. If TVA is wrong in 
principle, perhaps the frequently flooded peoples of the Missouri Valley, who 
do not have any such agency as TVA, have adepted the right principle. Our 
river is controlled, and they, unfortunately, are subjected to a million-dollar 
flood every 5 years and tens of millions of flood damage with every great rise of 
the Missouri River. We hope that they, and other river basins, in their own 
way may work out their river-development and power-supply problems. 

We do not feel that the President and the Congress are called upon to sit 
down to transact the sale or the destruction of TVA to fend off creeping socialism 
in the name of free enterprise and capitalism. There are Federal river and 
power developments in every area of the country. There are 10,000 munici 
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palities who own 40 to 50 thousand utilities of one kind or another. The 
political belief of our people does not demand destruction of these Government- 
owned utilities and enterprises in the name of creeping socialism. If I, in my 
capacity as mayor of Knoxville, were to sit down in council meeting some 
evening and say: “We have an excellent water system in the city of Knoxville 
that the city of Knoxville has owned for over 50 years, but we suddenly dis- 
covered it is creeping socialism and we have called in two investment bankers 
for the purpose of transacting a sale of our water system in the name of 
capitalism and free enterprise. It is an excellent water system, has served 
our people well, there are no complaints, but it is wrong in principle and we 
shall dispose of it.” The people of my city would not tolerate such a ridiculous 
transaction, nor will the people of America approve the crippling or destruction 
of the Tennessee Valley Authority. 

The charge of “creeping socialism” has been sent galloping over this country 
by an advertising and propaganda campaign of private utilities to delude the 
people and to protect their own selfish interests from the working out of the 
public’s interest. Further, the TVA has increased our productivity and sent 
our dollars galloping up and down the land garnering, with our wages and 
profits, the products and services the basis of the prosperity of other areas. 

And, I would turn for a moment, in conclusion, to the sudden and unwarranted 
decision of the House of Representatives to carve away the regional develop- 
ment programs of TVA. Why this butchering by the method of appropriations 
to carve the very heart out of the TVA idea—which was created as a regional 
agency of the Federal Government to promote the maximum use of all of the 
resources of a river valley region? Is it a prelude to the complete dismem 
berment of TVA? Is it a scheme to trim off all except the power functions in 
order that this Federal power company may be disposed of? 

We in the valley regard the regional development activities of TVA as o1 
of the most vital activities of the agency. These funds are in effect equivalent 
to the planning and research investment of any large private enterprise which 
guides its production, its sales and its future progress 

It has long been agreed that hot-headed superiors of General Breckenridge, 
of the Confederate Army, caused him to make one of the greatest military 


blunders of all times when he fired on Fort Sumter to open the great Civil War, 


wherein over half a million white men died, in order that all 1 


nen in America 
should be free and that the United States remain undivided. In that unfortu 
nate war, father was arraved against son, and brother against brother in fero 
cious hand-to-hand combat—the like of which the world has never seen before 
nor since. 

My State of Tennessee was the scene of some of the most decisive battles of 
that conflict. From the top of Old Smoky on the east, to Ole Man River on the 
west, Tennessee was scarified to the quick, as it rightfully gained the name oft 
the Volunteer State. It probably made a greater contribution in soldiers to both 
the Northern and Southern armies per capita than any other State in the Union. 
It so happens that I am from the hill country of east Tennessee, whose citizens 
remained true to the Union to such an extent that the Confederate Army was 
never able to maintain its direct line of communication between the Army of 
Virginia and their forces in Tennessee 

When Gen. Robert E. Lee surrendered at Appomattox he gave to each soldie1 
a horse as long as the supply lasted and told them to go back home, beat their 
muskets into plowshares, and endeavor to cultivate their devastated homeland 
Among those defeated soldiers was a big Irishman, Thomas H. McFarland, who 
fought the last 6 months under Lee without shoes, underclothes, socks, shirts, 
or hat, and with little to eat. He returned to east Tennessee and instead of 
using his homemade plow to cultivate the soil, he began building railroads 
throughout Tennessee and Kentucky. Forty-eight years later I became his 
associate in the contracting business, and when the portals to the first vehicular 
tunnel through Mission Ridge were opened, the plows turned up the rusted 
muskets and the battered minnie balls which had killed soldiers in blue and gray 
who participated in that terrible battle of Chattanooga. Next came the double 
track railroad tunnel through Lookout Mountain, upon whose precipitous slopes 
a Northern soldier died on every foot of the way up into the clouds, as Hooker 
captured that eminence which dominated the entire battlefield and led to the 
victory of the Federal troops 

In the following years railroads and highways were built through narrow 
Cumberland Gap, through which the conquering Yankee armies had entered 
east Tennessee from Kentucky and Virginia and on to Fort Sanders in 
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Knoxville—my hometown—all the way down through Chickamauga, Ogle 
thorpe, Shiloh, Murfreesboro, and Nashville, the story was repeated over and 
over, aS unmarked common graves throughout Tennessee gave up their unnum- 
bered and unknown dead as mute and terrible evidence of the tragedy, which 
could have been averted had more temperate and wiser men settled their 
difficulties across the conference table rather than upon the battlefields. 

As we from the provinces visit Washington, we stand with bowed heads in 
deep reverence at the tomb of the Unknown Soldier, who rests in well-earned 
peace at Arlington, as a guaranty that there will never be another Sumter and 
therefore never another Appomattox. May I respectfully remind you that in 
my hometown of Knoxville there are the graves of eleven hundred unknown 
Federal soldiers who left their homes in the North, many of them while in their 
teens, and gave their lives to prevent the division and perhaps the ultimate disso- 
lution of this great Republic, founded upon the principle that all men were equal 
and should be free. I shall not disturb their sacred dust today. 

Shortly after this century's turn, I worked with an old Federal veteran named 
Brown, of Ohio, who, as a teen-age youngster. heaved wood into the firebox of a 
four-wheel connected locomotive named the General, captured by Andrews and 
his raiders and used in a vain attempt to crash the Confederate lines surround- 
ing Chattanooga. Young Brown had stood at the foot of the scaffold after seven 
of his colleagues had been hanged as spies. At the last moment commutation of 
his death sentence came from President Davis of the Confederacy, after Presi- 
dent Abraham Lincoln of the United States had intervened in his behalf, follow- 
ing the plea of his mother, who had made a pilgrimage from Ohio to Washington 
to appeal that her son's life be spared. Soldier Brown spent many of his declin- 
ing years in Tennessee. 

Gentlemen, as you well know, Tennessee is an inland State. We have no sea 
ports through which the commerce of the 7 seas can flow directly to us. We have 
few natural resources. Our coal does not compare in heat units with the 
Pocahontas coal from Senator Kilgore’s West Virginia. We have no iron to 
speak of. We have little in mineral wealth. Our farms, especially in east 
Tennessee, are small and steep; and it bas been said that in early days we shot 
our corn into the hillsides with muzzle-loading shootguns and brought it down 
in a jug. The internal revenue collector has stopped that general practice 
to a great extent. Even our farms in middle and west Tennessee cannot compare 
with the fertility of the prairies of Kansas, or the wide fields of Senator Dirk 
sen’s Illinois. We had few industries, with a consequence that for years it was 
necessary that our boys leaving the University of Tennessee go north of the Ohio 
River to gain employment. There are more native-born Tennesseans working 
outside of the State than there are inside our borders. We produce no construc- 
tion machinery and very little farm machinery, with the consequence that we 
must go to Senator McCarthy’s state of Wisconsin to buy power shovels from 
the Bucyrus Erie Co., or to the great State of Ohio—at Marion and Lima—to 
buy gigantic electric shovels. Forty-seven years ago I operated shovels from both 
of these companies in building the Panama Canal—the first forward step made 
by modern America, and which was financed exclusively by appropriations by 
the Congress. Today this stands as a symbol that the Government itself can 
best build and maintain those gigantic enterprises which serve the most people 
And this is not “creeping socialism.” 

When Sergeant McFarland, late of Lee’s bodyguard, and I drilled blast holes 
into the everlasting rocks of Tennessee we used hand drill steel and striking 
hammers from the mills of Pittsburgh. We used dynamite from Delaware, 
shipped to us in white pine boxes cut from the forests of New England. We used 
mechanical air drills manufactured in Massachusetts the home State of your 
distinguished chairman, Senator Saltonstall, and electric storage batteries manu 
factured by the General Electric Co. at Schenectady and other points north. We 
laid steel rails rolled at Bethlehem, Pa., and sawed and fabricated our timbers 
with the products of tool manufacturers located at Philadelphia. Our construc- 
tion activities were made possible by bonds sold to the great financial centers 
of Boston, New York City and Philadelphia. We bought our wagons from the 
Conestoga Co. in New York State, and our road scrapers from the Western 
Wheel and Scraper Co. in Peoria, Ill., close by Senator Dirksen’s home. And 
later our smaller shovels from the Link Belt Co. at Cedar Rapids, Iowa. We 
bought our cement from the mills of Pennsylvania and our re-enforcing steel 
from Cincinnati; our grading machines and rollers from Ohio. In recent years 
hundreds of millions of dollars worth of generators, motors and other electrical 
appliances came to us from the Westinghouse Co. at Pittsburgh, the General 
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Electric Co. at Schenectady, Pittsfield, Mass., and the Allis-Chalmers Co. of 
Milwaukee—again in Senator McCarthy's State. 

Records will disclose that in the development of the Tennessee Valley hun- 
dreds of millions of dollars have been spent for these necessary devices which 
convert the falling water into electric power, that the burden may be taken 
from the backs of man who is so ill-suited as a beast to carry a load. Since 
the time 300 million years ago when the great Appalachian Mountain Range was 
formed, the waters flowed untrammeled from the mountains to the sea until, 
through the generosity of the Congress of the United States, money was loaned 
to us to harness the streams and aid in the rehabilitation of a great State once 
scarified to the bone by the tragedy of war. It has been said that the money 
made available for the TVA has been utilized in enticing manufacturing plants 
from other localities. Gentlemen, the records will show this to be untrue. It 
is true that many plants have come South, particularly in North and South 
Carolina, from the rigorous climate of New England to get closer to the cotton 
fields, but this was made possible, not by reason of the power generated by the 
Tennessee Valley Authority but by the Duke Power Co., a privately owned utility 
which operates through the Carolinas. We are not asking undue advantage over 
any section of the country. We are just here today pleading for a child’s portion 
of the prosperity which, even though synthetic it may be, has descended upon 
America. We repay in part all you lend us. I am a rather small manufacturer, 
yet last year my company alone paid about a million dollars in Federal taxes. 
From Fontana Lake in the Great Smokies, 1,600 feet above sea level, the water 
rushes down several hundred miles of the Tennessee River to Paducah, Ky 
generating power which made as great a contribution to the defense of this 
country in the last war as any other agency. Possibly the development of the 
atomic bomb might have been unduly delayed had it not been for the power 
available from the Tennessee Valley Authority to operate Oak Ridge, where the 
bomb was brought into being. 

We humbly ask that you only do for us, your friends, what you have willing)» 
done for foreign enemies of the United States, who for over half a century have 
tried to destroy America as a republic. In 1898 America defeated Spain ane 
then spent hundreds of millions of dollars in developing the Philippines and 
Cuba, only to surrender them at the proper time to the native people. We 
subjugated Germany and then gave her untold millions of dollars, only to have 
her rebuild her military might and again attempt to destroy the free world. 
And now after that second attempt, gentlemen, you are still sending hundreds 
of millions of dollars into that devastated country in order that Germany may 
again take her proper place in the symphony of nations. We defeated Japan 
and then lifted her again to her feet. Korea is now being scarified even as was 
the South in the war of the sixties. Yet just as soon as the cannous are stilled 
and the jet planes are taken from the air, this Congress will appropriate hun- 
dreds of millions of dollars to rehabilitate that foreign land, thousands of miles 
from our shores. We buy our oil and gas from Louisiama where Senator Ellender 
abides in our attempt to change our economy from an agricultural to an indus 
trial one. The money you have loaned us, is not going into a foreign land where 
intense competition can be built up with cheap labor to battle our manufacturers 
for a spot in the market place. Money loaned us will be spent with our neigh 
boring States. We are a native-born people—descendants of the Scotch and 
Irish who came down through the passes in the mountains seeking a free land. 
We have developed no traitors in Tennessee and Senator McCarthy's herculean 
labors to uproot subversives from American life would today be unnecessary if 
people in all portions of the United States would revere their American citizen- 
ship as we do in Tennessee. 

We must have steam plants to supplement our water power. We need help 
from this Congress to prevent a power shortage in the years just ahead. Having 
served 5 years as a construction man on the Panama Canal under the great 
General Goethals and then having had experience for many years as a contractor 
and later as a manufacturer, I am in position to tell you gentlemen that the 
money you have loaned to the Tennessee Valley Authority has not been wasted. 
It has been well spent by loyal American citizens, remaining in their positions 
not so much because of the salaries involved, but because of pride of achievement 
and a sincere wish to make a real contribution to the welfare of the America we 
all love. 

Mistakes—yes, and who doesn’t make them. But they were mistakes of the 
head and not of the heart. And, gentlemen, despite the well-organized propa- 
ganda which has been directed at this great agency by the private power 
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interests, I can state that the dollars spent by the TVA will make a greater 
contribution to America’s welfare than expenditures made anywhere else on 
earth. We in Tennessee look with pride upon the great irrigation dams in the 
West. We do not envy the farmers in the San Joaquin Valley the prosperity 
which came to them when the Interior Department gave them the water which 
converted their land from a barren prairie to a Garden of Eden flowing with 
milk and honey. We do not envy New York City the hundreds of millions of 
dollars which have been spent in making that the greatest seaport on earth. We 
do not envy the States where the inland waterways, constructed with Federal 
funds, have made it possible for all-weather transportation along the coast. We 
do not envy the States bordering the Ohio River the millions of dollars which 
have been spent along that stream for 80 years. But we do point with pride to 
the fact that the money spent in the Tennessee Valley has made it possible to 
control from 2 to 4 feet of floodtide on the muddy Mississippi, thereby protecting 
the millions of acres of fertile land being cultivated behind the levees from 
Cairo to New Orleans—levees paid for by all Americans. 

Gentlemen, I only ask that you study fully our problems and extend to us the 
same type of aid which this Congress has given to Ethiopia, for instance, where 
your appropriations have drilled wells in the barren desert and have furnished 
modern pumps to bring water to the surface for a downtrodden humble people 
whose women have carried water from the oases in stone jars since Pharaoh's 
daughter said she found Moses in the bullrushes, and got away with her story. 

Gentlemen, we are your people, Money appropriated to us will flow into the 
market places of your respective States—and then when America calls again 
we will maintain our reputation as the greatest volunteer State of this wonderful 
country. 

Gentlemen, I thank you for your courtesy. 


Mr. Dempster. Mr. Chairman and gentlemen of the committee, I 
am happy you have allowed me to come here and present this matter 
in a feeble way. I do not qualify as an expert. I am a crowbar 
mechanic. I got into politics by accident. 

I want to call your attention to some matters that have not been 
brought out here, if I may. Through no responsibility of the people 
here, the Civil War scarified Tennessee from the old Smokey Moun 
tains down to Old Man River, and we are not over it yet. <A great 
many of you furnished the soldiers and we furnished the battle 
ground, with the consequence that all Tennessee’s forests were burned 
away, every bridge in the State, the cities were destroyed, and we did 
become the economic problem No. 1. 


7 


FAILURE OF PRIVATE COMPANIES TO PROVIDE SERVICE 


This Congress years ago made it possible for TVA to come in. They 
came in, gentlemen, after the very power people who have been pre- 
sented here today refused and failed to do a thing on earth about the 
waterpower in ‘Tennessee. 

If they were so vitally interested in taking care of us, why did they 
not come in then and not let the United States Government come in 
and develop it? In this 33 percent or 37 percent that the distinguished 
Senator from Louisiana has mentioned, that was a basis and nucleus 
around which all this is built. If it had not been for that in the begin- 
ning, we would not have developed to where we are now. We did not 
know that the atomic bomb was coming, but we are happy that it was 
developed in Tennessee. I have been told by some very prominent 
scientists that had it not been that immediate power was available in 
east Tennessee between the mountains in the protected area where we 
had the good water from the river that perhaps the atomic bomb might 
have been delayed a year more, which means there might be hundreds 
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of thousands more American citizens killed and billions of dollars of 
money spent. 

We are glad that wind tunnel is there. But it is true that they have 
taken over 50 percent of the available power in Tennessee. We hope 
they stay there as long as they are needed in war and in peace. We 
hope they will remain with us to add to the economy. 

I come from east Tennessee. These other men have represented west 
Tennessee. East Tennessee, as the Senator from Lllinois well knows, 
has made a great contribution to our State and we are very happy— 
they say one redeeming feature about a fool southerner is that he has 
sense enough to marry a Yankee. 

The son of the distinguished Congressman from my district, in 
cidentally where we have never had a Democrat in the whole history 
of our State, went to Illinois and married, and we are very happy he 
did so. 

Senator Sauronsrauu. We believe he is distinguished here, too, Mr. 
Mayor. 

Mr. Dempster. Thank you, sir. 

Senator SALTonstaLL. As a Yankee from New England I am glad 
to have your comment. 


CHANGES IN AREA EFFECTED BY TVA 


Mr. Dempster. Thank you. I live in east Tennessee where the hills 
run straight up and down, where if a cow falls out of the pasture, she 
will break her leg on the highway. We for many years shot our corn 
in the hills and brought it down in a jug, and then when the revenue 


people got in and interfered with that, we had to go to plowing our 
land, and we foolishly plowed it up and down hill, with the consequence 
that all the land went to Louisiana. 

The TVA came in and changed that with the United States money, 
and we are happy that they did. I am an old construction man. As 
L say, I am a crowbar mechanic. I put 5 years on the Panama Canal 
ind somebody said that is creeping socialism. Gentlemen, that started 
in 1903, 50 years ago. It has not crept very far since, and still the same 
people who are fighting the further development of TVA today are the 
same ones who fought that and the United States Government put up 
every dime of it. If they had not done it and waited 5 years more, 
with a reactionary administration, no doubt that canal would have been 
built with the participation of Germany or somebody else, because 
they started the war the same month that the canal was finished. 

That is an illustration of en can be done with Federal money 
if properly handled. Being a construction man, I know something 
about moving rock and dirt aaa drilling stone and so forth, and I will 
say this; they called it a depression at the time, but a great many men 
were available when TVA started in 1934, and they got the best con- 
struction men in the world to come in there. Why do those men stay 
there except for the pride of achievement, I do not know, because in 
my small company we have 8 or 10 men who get more salary than the 
topmen doin TVA. I think it is like a se hool teacher and the sy doa 
real job. If anybody tells you that they throw money away in the 
construction of dams, I say it is not so, because I know what I am 
talking about. I do not qualify as an expert because they say an 
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expert is a foolish fellow away from home looking for a job. I am 
qualifying as a hard-headed businessman. 

They talk about taxes. My little company paid nearly $1 million 
to the Federal Government. We are asking for a child’s portion of 
what we paid in. They talk about this being a contribution or like 
lend-lease, not coming back. Gentlemen, this is on a paying basis. 
This Congress today will be called upon to furnish money for every 
nation onearth. It will never come back. 

Recently we had a man from Knoxville down in Ethiopia, 8,000 
miles away by air from here, and still you are putting in millions and 
millions of dollars there to do what—to make 3,000 miles of highway 
in Ethiopia and it will never be paid back except in good will. 

We are not enemies. We are your friends down in our country, 
even though we did the best to beat you during the Civil War. We 
did not do it, and since that time we have been on your team. If 
everybody thought as much about Americanism as the average Tennes- 
sean, Senator McCarthy would not have to be fighting the subversives 
he is running into in the Government today. We do not believe in 
that kind of business. 

I am sorry Senator Ellender has left, because I would like to direct 
this remark to him. You have a list of distinguished men. He said 
something about the balance of steam power was a gift to Tennessee. 
T would like to have him know that the Tennessee Valley storage dams, 
which have been erected by the money appropriated from this Con 
gress control from 2 to 4 feet of the level of the water on the Mississippi 
River. That means if those dams were not in this, he would have 
these periodical floods down there that would cost as much in 10 years 
us the whole Tennessee Valley Authority has cost up to date. 


FEDERAL FUNDS FOR LEVEE CONSTRUCTION 


Incidentally, those levees were built by Federal money. Had it not 
been built by Federal money, you could not get 10 cents for Louisiana 
today. It is awfully hard to sell land under water. I can go all down 
through this list, Mr. Chairman, if I might be indulged, and I will talk 
about your State. We do not have any raw materials in Tennessee. 
We have no ore to speak of. We have a little amount of coal. We 
have to go to you people for minerals. We goto your State and get 
motors from General Electric Co. in Lynn, next to Boston. We get 
machines of all types. We go to New Hampshire and get compressors 
and drills. We come to Mr. Ferguson, and we get trucks and cars. 
We go to Minnesota and buy tractors. We go to McCarthy’s State of 
Wisconsin and get shovels. We can not buy anything from Idaho 
because it is too far away or they will not take our credit. ™ 


TRADE WITH NEIGHBORING STATES 


Now, to go to Senator Dirksen, and we furnish about 5,000 people 
to go to Peoria, Tll., to make tractors. That is in your country. And 
the. caterpillar people, we furnish 5,000 Tennesseans who cannot make 
a living in our country because we do not have the raw materials, and 
they go to your country, and we buy the tractors and motors and so 
forth i in Illinois 
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I can go all the way down. We cannot buy anything from South 
Carolina. But we go down to Alabama and we get steel and cement 
and slag. I buy all of my steel, incidentally, from there. We do not 
get anything from Virginia, but we go down to West Virginia, and we 
get steel again from the Weirton Steel Co. The money you are 

spending on us is not thrown away or down a rathole, like some of the 

places in the old country where you send it. We are out on the end 
of a limb. The Government in good faith came in 20 years ago and 
told the city of Knoxville, “You buy this distribution plant,” and we 
did. All over the United States today there are thousands of people 
who did that, and they have entered a contract and we cannot buy 
any power from us. This gentleman from North Carolina comes over 
here seven or eight hundred miles from Memphis, and he says he can 
get on the border. Perhaps he can. Maybe the gentleman from Mis 
sissippi can. But gentlemen, we have developed this. You said you 
cannot buy from anybody else. We have a monopoly here, and no 
body is going to take the fringe of that power and give it to us at any- 
thing like a reasonable rate. 

We are just asking for a child’s portion. You go into Boston and 
they have spent money on the harbors. They have made New York 
City the greatest harbor in the world. They have gone on the inland 
highways and given it away where they are protec ted from the waves 
that blow from the Atlantic. We are not jealous of the people in the 
San Joaquin Valley when the Interior Department made that the 
garden spot of the world. If there was irrigation alone, we would 
not have the battle of the vested interests coming here today who de- 
nied us any development in the early days. 

There was only one dam built on ‘the Tennessee River, Mr. Chair- 
man, by private interests back 40 years ago. They let a hole through 
it, and there was more water running under that dam than over the 
top, and the TVA restored it. 

In the meantime it had been run through the various holding com- 
panies and each man had cut off a little cream off the top. These gen- 
tlemen have made a good deal. They made some mistakes, and who 
has not. But I just petition this committee to look with some favor 
on this. We are going to pay it back in 40 years. They are paying 
4 percent interest. Where else is anybody paying ‘that? That is the 
reason we in Tennessee came here with a petition today, not to sell 
us down the river. When they tell you they can produce power 
cheaper than TVA, no man who has sat at the witness table has told 
he could produce at any price. 

The question was asked several times and nobody has answered it. 
We do not want to buy a pig in a poke, and we do not want to be 
pushed out on a limb or destroy one of the greatest agencies established 
by the United States Government. 

I thank you. 

Senator Hix. Is it not true that by 1955 all of the hydroelectric 
power of the Tennessee Valley will be needed by the AEC? 

Mr. Dempster. It is so. 

Senator SavronsraLt. Thank you, Mr. Mayor. We appreciate 
having you before us. 

Mr. Thomas J. Hitch. 
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rEN NESSEE FARM BUREAU FEDERATION, COLUMBIA, TENN. 


STATEMENT OF TOM J. HITCH, PRESIDENT 
PREPARED STATEMENT 


You have a prepared statement which we will put in the record. 
(The statement referred to follows:) 


STATEMENT OF Tom J, HircH, Presment, TENNESSEE FARM BuREAU FEDERATION 


Tam Tom J. Hitch, president of the Tennessee Farm Bureau Federation, wit! 
headquarters at Columbia, Tenn. The Tennessee Farm Bureau Federation has 
a membership of over 48,000 voluntary, dues-paying farm families in 94 of the 
State's 95 counties, and all living in the Tennessee Valley or the area served 
by the Tennessee Valley Authority. 

To begin with, may I thank this committee for permitting me the courtesy 
and privilege of appearing before you on the subject of TVA appropriations 
I am fully aware of the tremendous responsibility you gentlemen, as Members 
of Congress, have in conducting the financial affairs of our country. Your 
untiring efforts toward just taxes, proper authorizations, and a balanced budget 
are appreciated, You have not only my commendation but my sincere 
wishes. 


best 


My purpose in appearing before this committee is to explain the positior 
and thinking of our membership in the support of adequate appropriations for 
the Tennessee Valley Authority. It is not my desire to try to tell you what 
the appropriation should be, or to explain in teehnical terms the future power 
needs of our area. This, in my opinion, can be better expressed by experts ir 
the engineering and financial fields. Instead, I want to tell you some of the 
things our farm people think about whenever TVA is discussed and how it has 
affected their everyday lives. 

The farm people of Tennessee are fully aware of the accomplishments of the 
Tennessee Valley Authority in flood control and navigation. We recogniz 


these two objectives as the primary responsibility for which Tennessee Valley 
Authority was established. We no longer see our lands and our towns flooded 
and devastated unexpectedly. We feel secure in the knowledge that the mighty 
Tennessee River cannot now go on its historical rampage of destruction. We 
recognize, too, the value of navigation; although the river is not utilized to full 
advantage in this respect, traffic is on the increase and it affords a great trans 
portation potential im the movement of products into and out of the Tennesses 
Valley area. These primary objectives, largely accomplished and fully ap 
preciated, bring us to that secondary objective, electric power, which at the pres 
ent is of primary concern to every farm family in Tennessee. 

Farm people of the Tennessee Valley want, need, and deserve electricity 
Those whose farms have been electrified are demanding more power; those 
not electrified are demanding initial installation. Quite naturally, the first 
thing the farm family did upon receiving electricity was to light his home, cook 
his food, and pump his water as other families had been doing who had electri: 
power available. The family did those things first which lightened its burdens 
and made life more convenient and pleasant for the family. After a few years 
with electricity, our farm families have learned more about its uses, its limita 
tions, and its advantages in not only making life more comfortable, but in 
increasing productiveness and efficiency in farm operations. Such knowledge 
always creates and ever-increasing demand by farm people for more electricity 
Since farmers have found out that electricity is the most efficient power source 
they are converting all jobs possible to electrical machines, bigger machines for 
increasing production and getting the job done quicker and more efficiently 
This is the situation in our State today. If progress is to be maintained, if 
production efficiency is to be improved so that an jncreasing national population 
is to be fed, and with a continually decreasing farm population, then we must 
meet the demand for increased electrical energy to permit our southern farmers 
to contribute their share in that vital task. Our rural electrical cooperatives 
today find the demand and usage so great that existing facilities are over 
loaded. This is the cause of further concern to farmers. This we must cor 
rect. but it is folly to enlarge and expand facilities unless an increased electrical 
power supply is assured. 
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There are still approximately 10 percent of the farms in the State of Ten- 
nessee that do not have electric power available. These people are demanding 
power and they should have it. It cannot be supplied if it is not available. Shall 
we, as leaders, through our actions, deprive these people of that convenience, 
that stimulant to production which they so greatly desire? 

Farming in Tennessee, like elsewhere in our great Nation, has changed. As 
we progress, we learn better ways of producing more things, faster, more effi 
ciently and more cheaply. This is the story that is now unfolding in the Ten 
nessee Valley. This change in agriculture, the increased use of more and bigger 
machines, and the adaptation of electric power to production on our farms is a 
change of the times. Such change requires machinery, motors, appliances, and 
other materials which are not produced in our area Hence, a great market is 
created for these products which must be supplied from the areas in which 
they are produced. The net resuit is that benefits which we derive from TVA 
power add purchasing power and a demand which are passed along to the 
benefit of the rest of the Nation. 

It might be thought that the power produced by Tennessee Valley Authority 
should be adequate to meet all the needs that can be developed by the people. 
May I point out, that this might be true, except for the fact that the valley area 
has numerous defense installations. I wish further to point out that those defense 
installations in the area are of the type that requires tremendous supplies of 
electricity. 1 am informed that Federal installations now take about one- 
fourth of the total power output of TVA, and that by 1956, with the completion 
of those underway and the expansion as planned, the take will be almost half of 
the output. These installations are Government installations for the defense 
and protection of all the people of the Nation, not just the people of the Ten- 
nessee Valley. I am sure that we all agree that these installations for our de 
fense. are entitled to the priority which they have on the call for electrical en 
ergy produced by TVA. But, should these plants, for the defense of all the people, 
be operated and maintained at the sacrifice of the people of a given area, elec 
trically speaking? 

Gentlemen of the committee, I have pointed out some of the needs of the people 
of our area and the reason for those needs, because you are the governing au 
thority of the people of the Tennessee Valley as related to this subject. Wher 
by action of Congress, TVA was created and later permitted to take over all ex 
isting power facilities in the area, we became wholly dependent upon that agency 
of Government for our power needs. We have no other source of power than 
that supplied by the TVA. Yes, it is a monopoly, but it is a monopoly by Gov- 
ernment too, in that respect. For this reason, we feel that our Government has 
an obligation to the people of the Tennessee Valley and that our Government is 
responsible to the people, since assuming this obligation, to continue to fulfill it. 
We do not ask for a grant or a gift, we ask instead, in keeping with the ex 
pressed desires of a previous Congress, that the TVA appropriation be considered 
a loan to be repaid. This, we expect to do, and in so doing, ask you to permit 
us to operate at maximum efficiency for maximum benefit. 

The course of progress in water-resource development for the people of the 
Tennessee Valley was charted by the Congress in 1933. With the unlimited de- 
mands of war, post war and foreign aid, coupled with TVA, we of the valley 
have prospered and obtained many of the comforts, conveniences, and efficiencies 
not before afforded us. We like the progress we have made, but we are not yet 
satisfied with ourselves. We hope, as do all people everywhere, to continue to 
progress. On behalf of the farm people of our State, may I commend Congress 
for their support of the past and beg of you to provide the financial support 
necessary to meet the power needs of this great section of our Nation, the 
Tennessee Valley. 

Senator Sa.ronsramw. If you could highlig 
can, we will appreciate it. 

Mr. Hircn. I will certainly try to do that. I think I should call 
attention to the fact that our entire Tennessee delegation is here, 
which we appreciate very much. It points up the great interest that 
we have in the development of TVA and the preservation of it. 

I am president of the Tennessee Farm Bureau with a membership 
of some 48,000 farm families in 94 of the 95 counties in the State. 
] would like to express a very high appreciation for this opportunity 


ht as briefly as you 





330 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


of appearing here as a representative of, and to go into a few details 
of what the situation is with regard to agric ulture. I will not attempt 
to get into figures in any way, bec: ause they can best be presented, and 
have been, by people who are experts both in the financial field, and 
in the field of engineering. 


RESPONSIBILITY OF TVA 


The farm people of Tennessee are fully aware of what the respon 
sibility of TVA was as designated by the Congress of the United 
States in first developing flood control and navigation. We do feel 
like a wonderful job has been done in that field in that the Tennessee 
River does not overflow any more. It has been controlled. The navi- 
gation work has been pretty well taken care of. Maybe it has not 
been utilized to its maximum extent. 

The third phase of the TVA program is electrical power, the thing 
we are primarily thinking of today. Farm people in Tennessee were 
the last group of people to get electricity, and some of them have not 
gotten it yet. Certainly we all agree that they want it, they need it, 
and should have it. The farms that have been electrified, they first 
thought that the only thing they wanted was lights and maybe to 
pump their water, and do their cooking on and a little refrigeration, 
but as we have developed, and as we have learned that electricity can 
be used for a lot of other things, we find farmers turning more and 
more to the use of electricity in their production needs. 


EFFECT ON FARM PRODUCTION 


That is true for two reasons, I think. One of them is that it is the 
most efficient power that is available on the farm, and when it is once 
rigged up, less labor is employed, and the shortage of labor on the 
farm and the many more that are leaving the farms today makes it 

very necessary that a farmer keep his oper ‘ation as efficient as possible, 
and he thinks in terms of using as little labor as it is possible for him 
to do. 

If we are to continue to make progress and if we are to continue 
to carry on the farm operations to produce more food for a fast- 
increasing population, and do it with a decreasing farm population, 
then we are going to have all of the mechanization that is possible, 
and we are learning more and more about how to do that very thing. 
There are still approximately 10 percent of the farms in Tennessee 
that are yet without electricity. That is an increased use for elec- 
tricity that we recognize that is needed and should be supplied in 
Tennessee, as well as the people that have electricity facing the need 
for more power all the time. 

REA cooperatives in Tennessee have supplied this power on the 
farms and when many of their lines were built, the potential load 
was underestimated, and they are facing the possibility today of 
increasing the size of these lines to where they will meet the need 
for the 10 percent that are not supplied, and the increasing need of 
those that want to use more power and should have more power. 

The question that they face is whether or not it is good business 
for them to spend money building heavier lines and increasing their 
facilities to take care of this load, faced with the possibility of maybe 
that power not being supplied. 
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Farmers in Tennessee, like elsewhere in our great Nation, have 
changed. As we make progress, we learn better ways of producing 
more things faster, more efficiently and more cheaply. This is the 
story that is now unfolding in the Tennessee Valley. The change 
of agriculture, the increased use of more and bigger machines, and 
the adaptation of electric power to production on our farms is a 
change of the times. Such changes require machinery, motors, and 
appliances and other material not produced in our area. Hence a 
greater market is created for these products which must be supplied 
in there from the areas in which they are produced. The net result 
is that benefits which we derived from TVA power are passed along. 


DEFENSE INSTALLATIONS 


May I point out to you that except for the fact that the valley area 
has numerous defense installations this might be true. I wish further 
to point out that those defense installations in the area are of the 
type that require tremendous supplies of electricity. 1 am informed 
that Federal installations take now better than one-fourth of the 
power produced, and by 1955 they will be using close to 50 percent of 
the entire output of TVA. Certainly none of us are of the opinion 
that the defense needs are not going to be supplied or that they should 
not be supplied, and I do not want to leave the impression that we 
are not proud of all of the defense installations that we have in the 
valley 

Gentlemen of the committee, I pointed out some of the needs of the 
people in our area, and the reason for these needs, because you are 
the governing authority of the people of the Tennessee Valley as 
related to this subject. When by action of Congress TV A was created 
and later permitted to take over all the existing power fac “ities in 
the area, we became wholly dependent upon that agency of Govern 
ment for our power needs. We had not other source of power other 
than that supplied by TVA. Yes; it is a monopoly but a monopoly 
by Government in that respect. For this reason we feel that ovr 
Government has an obligation to the people of the Tennessee Valley 
and that our Government is responsible to the people since assuming 
this obligation to continue to fulfill it. 

We do not ask for a grant or a gift. We ask for instead, in keep- 
ing with the expressed desires of previous Congresses, that TV A’s ap- 
propriation be carried alone to be repaid. This we e xpect to do, and 
in so doing ask you to permit us to operate at maximum efficiency 
for a maximum benefit. 

(ientlemen, I appreciate very much this opportunity of appearing 
before you, and I beg of you to take into consideration past history 
in the establishment of TVA and the needs of the people there, and 
also the responsibility of Congress since they have set up the rate of 
repayment in looking in carefully if they are not satisfied with our 
rate of repayment, and to keep TVA operating at maximum eflicienc y. 

Senator Satronstatu. Thank you very much, Mr. Hitch. 

The Chair would respectfully state that he has a list of seven more 
witnesses. We have until 1 o’clock. At 2 o’clock we hear the Vet- 
erans’ Administration. There is a full committee meeting tomorrow. 
So we want to do our very best to conclude by 1 o'clock, if possible. 
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The Chair does not want to cut down any witness, but does hope 
we can hear the remaining people who wish to speak, outside of the 
United States Senators, before 1 o’clock. 

The next name on the list is Mr. Samuel E. Roper. 


TENNESSEE VALLEY TRADES COUNCIL, A. F. OF L, 


STATEMENT OF SAMUEL E. ROPER, PRESIDENT 
GENERAL STATEMENT 


Mr. Roper. I am here this morning representing labor in the valley. 
I am president of the Tennessee Valley Trades and Labor Council, 
the council which deals with the Authority on wages and hours and 
working conditions for all of its people employed on the various 
yrojects in the valley. That includes people from Virginia to Ar 
oes going down the valley. I would like to relate a little history 
from my personal experience in this Tennessee Valley program at the 
very beginning. 

I happen to live, and was raised in that valley, Alabama, Tennessee, 
and Georgia, and I knew the circumstances previous to the enact 
ment of the Tennessee Valley Act in 1933. Back when Wilson Dam 
was started years ago, we needed power in that area as well as flood 
control. After the cessation of World War I, and the talk in Congress 
began to destroy or do away with Wilson Dam, labor became very 
much interested. At that time we had a small group of labor people 
in the valley due to the fact of the lack of industry and the oppor 
tunity to develop because of the needs in the valley of power. I am 
sure the records will show during that period the labor groups sta 
tioned in the valley. In Tennessee and Alabama, and particularly 
in those two States at that particular time, labor kept alive in the 
Senate and Congress through some of the representatives in the valley 
the possibility of utilizing Wilson Dam and maint: lining a power sup- 
ply in that area that would be : adequate in taking care of industries 
that might develop in the valley. 

So organized labor began spending its money and placed its ap 
proval upon the act of Congress in maintaining the program as then 
existing in the valley 


LABOR APPROVAL OF ACT 


When the e was created, creating the Tennessee Valley Authority, 
labor placed its approval on that act. Since that time we have in 
creased in ei rs in the valley to the point now where we have work- 
ing in the valley for the Authority alone quite a large number of 
people. I want to speak this morning in behalf of that group of 
people, members of the American Federation of Labor, as well as the 
Congress of Industrial Organizations, to this extent: Labor itself 1 
100 percent behind the Tennessee Valley program in all of its phases 
First, we realize the need of navigation, flood confrol, and the farm 
and agricultural development in the valley. Secondly, we realize the 
need of industry in order to develop that section of the country 
Therefore, we are putting into the program of helping to maintain 
these agencies within the valley, known as the Tennessee Valley Au- 
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thority, and others, for the protection of the people who live in the 
valley working for wages. 

So I would like to state with emphasis that organized labor from 
an international standpoint and national, as well as local standpoint, 
is fully in accord with the program of the Tennessee Valley Authority, 
and the labor relations on that program have developed in such a 

way that it has been beneficial, not only to us who work under orga- 
nized conditions. Their labor relations have developed to the point 
where they now enjoy a good relation with their employer, and we 
enjoy good relations with all e mployers in the valley. 

There are some questions, of course, that arise on which we differ. 
We differ with the Authority representatives. Yet we negotiate with 
them on the basis of facts found in the act on which we determine 
wage rates and conditions under which we work. 

I come this morning on behalf of some 35,000 building tradesmen 
working in the valley directly and some indirectly for the Authority, 
and speak in their behalf, urging this committee to he ‘Ip to see that 
the people in the valley get not only the steam plant at Fulton, Tenn., 
but that the Authority may be allowed to expand to the end that they 
will develop more plants, hydro as well as steam within the valley 
in order to benefit the workers of our Nation. 

We have working in the Authority some 2,000 people today from 
other States, other than the States bordering the Tennessee Valley. 
Those people came into the valley and found the necessity of helping 
to develop that area, and therefore became real profitable citizens, and 
they speak in behalf of the agency today and request this Congress 
to look favorably upon the request of the Tennessee Valley Authority 
for their appropriation. 

Senator SavronstatL. Thank you very much, Mr. Roper. 

The next witness is Mrs. Stone. 


STATEMENT OF MRS. VERSTER STONE, PONTOTOC, MISS. 
PREPARED STATEMENT 


Mrs. Stone, under the procedure we have been following, we will 
put your statement in the record at this point in full and would you be 
willing to highlight it in perhaps 4 or 5 minutes, if you could? 

(The statement referred to follows :) 


STATEMENT OF MRS. VERSTER STONE, PoNTOTOC, Miss 


Mr. Chairman and gentlemen of the committee, I am Mrs. Verster Stone. I 
live in Pontotoc, Miss. We own and operate a small cattle farm. I am a con- 
sumer of the Pontotoc County Power Association 

May I submit to you and the committee for your consideration and for the 
record, a statement in behalf of more than six million people who live in the 
Tennessee Valley area, concerning the life on the farm before and after electricity. 
I realize that my responsibility is a grave one, but I am aware of the fact that 
these people are backing me with their good wishes and certainly their prayers. 

I am also aware of another fact, and that is the question that is turning over 
and over in your mind. Why did she come to Washington? She is just a rural 
woman. What does she know’? But listen, my friends, I do know: yes, I am a 
rural woman. I have always lived to do so, because I love it. I know too well 
just what life on the farm was like before we had electricity, and I also know 
what it has been like since TVA came to our rescue. 
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I am here to try to present to you a “Before and after” picture of a poverty- 
stricken, comfortless area, literally transformed by electricity humming over 
wires reaching from power station to farm homes. 

I have been a Home Demonstration Club member for 16 years. I am now serv- 
ing as president of the Home Demonstration Council of my county. I am also 
serving as chairman of a State Committee on Home Demonstration work. There 
fore, I know personally a number of people in the Tennessee Valley area who can 
never praise TVA enough for what it has done for them. 

I am also a personal witness to the kind of life a large number of farm families 
in my county lived before electricity came to us. It was a life of drudgery, com 
fortiess, with no conveniences whatsoever. I know because I, too, tasted the 
bitter cup along with them. So that is why I urge you and humbly beg of you 
to please do not cut the appropriations, because it will affect a lot of people; it 
will deprive them of the conveniences they have wanted for a long time, Why? 
Because of power shortage. 

Although 98 percent of my county is served by electricity (TVA), there are still 
many subnormal homes in the county, homes that do not have running water, 
water heaters and bathrooms. However, this is on an upward trend right now 
and it will only be a matter of a few years until the county will have almost 100 
percent normal homes if there is adequate power available. 

Of course, you can never fully understand just what electricity has done for 
us unless you, too, experienced this life of drudgery without it. The farm wife 
had no spare time whatsoever before electricity. She had to prepare three meals 
per day for her family on the old wood-burning stove. In the summertime this 
heated the entire house and there was no cooling system, only a breeze through a 
window. 

Then came washday and you just can’t imagine just how many clothes a farm 
family can get dirty. This had to be done on the old scrub board, and in some 
instances they were placed on a block and beaten with a paddle. The water had 
to be drawn from a deep well by means of a rope and bucket or carried up a hill 
from a spring. 

There was no method of cleaning house except by sweeping and scrubbing. 

From the health standpoint, conditions were very poor. There was no means 
of refrigeration to protect our food from spoilage and to make it wholesome and 
appetizing. 

There were no bathrooms. The family had to bathe in tubs or pans of water 

Then when the family finally settled down to relax for a few minutes befors 
retiring, they had only the poorest kind of light by which to read—the old coal 
oil lamp, which usually smoked the chimney black in a few minutes. Result 
hyestrain. Can't you see just what I mean? A life that was just bearable. 

So when we ask you to authorize more steam plants for the Tennessee Valley 
area, we are not thinking in terms of more electricity just for industrial pur 
poses, but as a means of more electrical appliances, more conveniences, and no. 
mal homes for the people who live on farms in the Tennessee Valley area, the 
people who in my estimation (and T am not boasting) hold the keys to the Na 
tion’s future. 

TVA has opened an entire new world for these people. It has been a major 
factor in keeping young men and women on their rural acres in the South. It 
has given the older farm folks a new base on life, a life not just bearable, but 
comfortable and productive. Not only are the products of their labors esse) 
tial, but also important are their old-fashioned principles of loyalty, honesty, 
hard work, neighborliness, and godliness. I am not a vry good artist, but 
can’t you see the difference I am trying to point out to you? 

Naturally, the new administration thinks they know best and wants to mak« 
changes, but let me tell you I have just a little commonsense and I know 
too many sudden changes will not work. This was tried in our home demon 
stration work last year and it failed. If it fails to work in a small business, it 
will just as surely fail in a big business. Too many changes will only cause more 
confusion among the people of our Nation and we certainly do not need that 

Please help the rural people of the Tennessee Valley area to continue to enjoy 
a life not of luxury, but a life that is comfortable and free from drudgery, and let 
it expand to help others to realize and believe in the things that we the rural! 
people believe in 

Therefore, anything which makes farm life easier and more attractive, an) 
thing which lifts it from its former drudgery and isolation, certainly deserves 
to be continued and expanded. 
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Uf course we all know that defense plants in the TVA area have priority on 
all TVA power. The power requirements of the defense plants are great, and 
unless nore steam plants are authorized this year, there will be a power shortage 
and we of the TVA area will be victims of a localized power depression 

Surely Congress does not want to be a stumbling block to this great and grow- 
ing valley region which has made such a contribution to the rural people and to 
the national safety. Surely Congress does not want to assume the responsibility 
of plunging it into economic despondenc) 

Let me urge you again that you can avoid that mistake by taking into 
careful consideration the estimates of TVA’s own engineers on power require 
ments—and I think you will realize the need for further investment now being 
asked for, and we do mean investment, not a permanent expenditure 


EFFECT ON FARM HOMES 


Mrs. Stoner. Iam Mrs. Verster Stone from Pontotoc, Miss. We own 
and operate a small cattle farm. We are also consumers of TVA. I 
am here to plead with you in behalf of the rural people of the Tennes- 
see Valley area. I am a rural woman, as I have already told you. | 
know too well just what life on the farm was like be fore electricity 
and I know what it has been like since TVA came to our rescue. So 
I am here to present to you a before and after p icture of this poverty 
stricken area that was literally transformed by TVA sending elec 
tricity over the wires to farm homes. 

I am a home club demonstration member and I come in contact 
with a number of people who are consumers of TVA. So I know they 
cannot praise TVA enough for what it has done for them. I am also 
a personal witness to a number of farm families who live in my county 
who are also consumers of TVA. The life before electricity came to 
us was a life of drudgery, comfortless, with no convenience whatsoever. 
I know because I, too, tasted this bitter cup along with them. So that 
is Why I am here to beg of you on behalf of the rural people to please 
do not cut the appropriation because it is going to affect a lot of 
people. It is going to deprive them of the conveniences they have 
wanted for such a long time. 

There are 2 things that will deprive the people of the things that 
they have longed for. One is rn seetune and the other is high 
rates. Those are 2 t] ings that we, the rural peop yle, cannot stand. 

Although 90 percent of my county is served by electricity by TVA, 
there are still many subnormal homes in my county. By subnormal 
homes, we mean homes that do not have running water, bathrooms, 
water heaters; but it will only be a matter of a few vears until our 
county Ww ill have 100 percent normal home if there is adequate power 
available and at normal rates that they can afford. 


LACK OF CONVENIENCES BEFORE TVA 


Of course, you cannot ever understand just what electricity has 
meant to the rural people unless you have experienced this life of 
drudgery without it. The farm wife had no conveniences whatever. 
no spare time. She had to prepare her meals on an old wood-burning 
stove, 3 meals a day. She had to do her washing on a rub board. The 
water had to be drawn from a well or carried up a hill from a stream. 
The ironing had to be done with the old black iron. There was no 
method of cleaning house. There was no means from the health stand 
point, and conditions were poor. There was no refrigeration. There 
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were no bathrooms. The family had to use pans of water or tubs in 
which to bathe. 

There was no means of light except the old coal-oil lamp, and the 
result of this was eyestrain. So when we ask you to authorize more 
steam plants for the Tennessee Valley area, we want you to know 
and think not only in terms of more electric ity for industrial purposes, 
but as a means of more electrical appliances, more conveniences and 
~ 9-9 homes for the people who live on the farms in the ‘Tennessee 

Valley area, the people who in my estimation—and I am not. boast- 
ing—hold the keys to the Nation’s future. 

TVA has opened an entire new world for these people, let me say 
for us. It has made life easier. It has made our homes more attrac 
tive. It has been a major factor in keeping young men and women 
on the rural areas of the South. It has given the older farm folks 
a new lease on life, making their lives not just bearable, but a life that 
is comfortable and productive. Not only are the products of the 
labors of these people essential, but also just as important the old 
fashioned principles of loyalty, honesty, hard work, neighborliness, 
and godliness. 

Naturally the new administration think they know what is best, 
and want to make changes. But I know too many changes would not 
work. This was tried in our home-demonstration work, and it failed. 
If it fails in a little business, it fails in a big business. Too many 
changes will only cause more confusion among the people of our Na- 
tion and that is the one thing we do not need. 

Let me plead with you to please help the rural people of the Ten 
nessee Valley area to continue to enjoy the life not of luxury, but a 
life that is comfortable and free from drudgery and expand to help 
others to realize and believe in the same things we have believed in, 
because anything which makes life easier and more attractive, any 
thing which lifts itself from its former drudgery and isolation, cer 
tainly deserves to be continued and expanded, 


DEFENSE PLANTS PRIORITY IN POWER 


Of course, we all know that the defense plants in the TVA area 
have priority on ‘all TVA power, which they should have. ‘The power 
requirements are great. Unless more steam plants are authorized, 
there will be a power shortage and we, the rural people, will be the 
victims of a localized depression. Surely Congress does not want 
to be a stumbling block to this growing region which has made such 
a contribution to rural people and the Nation. Surely Congress does 
not want to assume the responsibility of plunging it into economic 
dlespondency. 

Let me urge you that you can avoid this mistake by taking into 
careful consideration the estimates of TVA on engineers’ estimates 
of power requirements, and I think you, too, will realize the further 
need for investment that is now being asked for. We do mean invest 
ment and not a permanent expenditure. 

Senator SavronstaLL. Thank you very much, Mrs. Stone. We ap- 
preciate your coming up and te alking to us. 

The next witness is Mr. Louis Eckl. 

Do you have a prepared statement ¢ 
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NATURAL RESOURCES DEVELOPMENT PROGRAM 


STATEMENT OF LOUIS A. ECKL, EXECUTIVE EDITOR, FLORENCE 
(ALA.) TIMES, SHEFFIELD-TUSCUMBIA-MUSCLE SHOALS CITY 
(ALA.) TRI-CITIES DAILY 


GENERAL STATEMENT 


Mr. Ecxu. Yes, I do. This is in regard to the natural resources 
development program of TVA. 

It is no small privilege to join with the other grassroots representa- 
tives of the Tennessee Valley to convey with sincerity and convic- 
tion those things we believe to be true before this distinguished com- 
mittee. 

It is a greater privilege to discuss with you what I believe to be the 
very vitals of the TVA program—the natural resources development 
program. 

I am not a technical man and cannot furnish you with expert testi- 
mony. But as an observant citizen, my 25 years of newspaper work 
at Muscle Shoals have given me an unusual opportunity to study 
TVA from the days of its inception. 

In the eyes of many TVA has come to mean navigation, flood con- 
trol, and electric power. These are dramatic things. It is under- 
standable that those unfamiliar with the valley setting are not versed 
in the other phases of the TVA program. 

These other phases, with which we are now dealing, are in many 
respects even more important. They forge the strong chain of human 
contact and human understanding so necessary to the success of such 
a program as that of TVA. 

It 1s unfortunate that many outside the valley think of TVA as a 
great bureaucratic machine, ordering the citizens about in their daily 
lives under some new form of autocracy. That has never been true 
and is not now true. 

Toa large degree this close contact with the people has been effected 
through the natural resources development program. It has brought 
the people and agencies of their Government in close relationship be- 
cause TVA has worked with our cities, our counties, our extension 
services, in a cooperative manner. This has gained for the Authority 
the respect and support of the rank-and-file citizens in town and 
country. 


WORK WITH STATE AND LOCAL AGENCIES 


Funds for the natural resources development program make it pos- 
sible for TV A to work with the State and local agencies in providing 
services and information on a level that reaches into our homes, farms, 
fields, and forests. 

Because of this program our States and local units of government 
are progressively demonstrating growing leadership with the result 
that within a few more years suflicient research and demonstration 
work may have been carried out to release the Authority from the 
necessity of continuing this task. 

To precipitously end this program at the present would be damaging 
in many respects to both the TVA and to the States and local gov 
ernments. The large Federal investments already made in power, 
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navigation, and chemical facilities are enhanced and protected by the 
results being achieved through this program. 

I might say there partic ularly the forestry program is a tremendous 
protec tion to the pre vention of silt in reservoirs. 


EFFECT ON PRIVATE ENTERPRISE 


I believe it is the feeling of the people of the valley that the expendi 
ture of these funds has been economical to the Federal Government 
because it has been done in such manner as to encourage and stimulate 
growing activities in these fields by private enterprise, and by State 
and local agencies. In short, it is developing responsibility, initia 
tive and know-how at the local level. 

This is reflected in the fact that TV A’s expenditures for these pur 
poses have been declining. 

it is my understanding that State expenditures for the purposes 
embraced in the natural resources development program have increased 
in the valley States from less than $6 million in 1934 to more than 
$37 million in 1950. 

| feel the most effective use of power will be made on our farms 
only if our agriculture continues to progress; if soil erosion is more 
completely halted, and our soils and forests built up through improved 
management. ‘This, I take it, can only be done if scientific knowledge 
is carried to these people in the manner they understand. Resource 
development funds, spent as they are in cooperation with down-to 
earth local agencies, are getting this job substantially better done 
as time goes on. 

By the same token industrial growth and use of power depend upon 
expert and reliable background knowledge of the region’s resources, 
particularly in forestry and minerals. While the amount being re 
quested for industrial and economic research is small, it is of vital 
importance because it stimulates and complements the activities of 
our State universities as well as other agencies becoming active in the 
field. 

Funds included for forest development and protection are of the 
greatest importance. More than half of the Tennessee Valley is 
covered by forest and woodlands and reputable estimates are that 
the yield can be quadrupled by proper management. Here is a big 
task where small amounts of TVA funds have worked wonders in 
promoting better management, fire protection, reforestation, improved 
stands. This has been done on a private- enterprise basis by TVA 
working directly with State and local forest agencies, forest owners, 
and forest industries. 

The importance of these activities to private enterprise can hardly 
be overestimated when it is remembered that four-fifths of the valley’s 
timberlands are privately owned. , 


CREATION OF LAKES 


The creation of the great artificial lakes with their thousands of 
miles of shoreline and hundreds of thousands of acres of water surface 
have brought about the investment of many millions of dollars of 
additional income although TVA itself operates no recreational 
facilities. 
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Consequently proble ms affecting fish, wildlife, and stream pollution 
are important to the TVA and to the valley, in the long run perhaps 
just as important as navigation, flood control and power, because 
modern industry uses astronomical amounts of water. These may be 
secondary purposes in the eyes of some, but to those who have made 
direct investments they are of paramount importance. 

While I am more acquainted with these matters in the north Ala- 
bama area, I know in a general way that they are applicable to the 
entire valley. 

I do not think that the full development and use of our resources 
can be achieved if this program of research is suddenly ended. The 
States and local units of government and other agencies have been 
straining their resources to enlarge their programs as the TVA has 
been curtailing its e xpenditures. 

This link which has been forged by the natural resources develop- 
ment program between the people of the valley and the TVA is a 
strong link. It is basic to the welfare of the farms and industries of 
our region and I feel that the people of the valley as a whole join 
the urgent request of those in north Alabama that TVA be granted 
the requested funds to continue the resources development program. 

I speak sincerely when I say that this program is essential if TVA 
is to protect its own investments and bring about the full development 
of the natural resources in our area from the welfare of the region 
and the Nation. 

Senator Sautonstati. Thank you, Mr. Eckl. 

The next witness is Mr. Clyde T. Ellis of Washington, D. C., on the 
subject of the TVA and cooperatives. 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION 


STATEMENT OF CLYDE T. ELLIS, EXECUTIVE MANAGER 


PREPARED STATEMENT 


Mr. Exxis. Since I understand that you are going to close the hear- 
ings shortly, and there are other witnesses, Mr. Chairman, I would 
like to file my statement, and make a few extemporaneous statements. 

Senator Sarronstat,. Without objection, that will be done. The 
Chair appreciates that attitude. 

(The statement referred to follows :) 


STATEMENT OF CLYDE T. ELLIS, BxecUTIve MANAGER NATIONAL RURAL ELECTRIC 
COOPERATIVE ASSOCIATION 


Mr. Chairman and gentlemen of the committee, my name is Clyde T. Ellis. I 
am executive manager of the National Rural Electric Cooperative Association, the 
service organization of the rural electric systems of the United States with a 
membership of 899 rural electric systems, serving approximately 3 million farm 
families in 42 States and Alaska. 

Mostly by way of summary of what has been said or will be said, I desire to 
make these points to the committee: 

1. No major American industry is growing as fast as the electric power 
industry. 

2. The rural electrification segment of the electric power industry is growing 
faster than the industry as a whole. 

8. The rural electrification program is still in its infancy and will require 
more than twice as much power by 1963 as it is requiring today, and while farm 
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power use in the South is not increasing as fast as in the Nation as a whole 
rural use in the Tennessee Valley is nevertheless phenomenal. 

4. The rural electric systems, now serving about 1 family in 11 in America 
generate very little of the power they sell, and are, therefore, largely dependent 
upon other sources for wholesale energy. TVA is the sole supplier of electric 
energy to the electric cooperatives in the Tennessee Valley. 

5. The rural people in the 7-State Tennessee Valley area are fearful that the 
exceptionally heavy concentration of defense industry and semidefense industry 
in the Tennessee Valley will have first call upon the available power supply 
and that any inadequacy of electricity will be reflected first in the curtailment 
of farmloads. 

6. There are still over a half million farms in the country without electricity, 
many of them in the Tennessee Valley area. 

7. It appears to us that for the purpose of properly planning capacity additions 
TVA has not generally overestimated its power requirements, and we therefore 
think that the original budget requests for TVA power facilities are what is r¢ 
quired to meet the needs of the area. 

8. The appropriations requested for TVA power facilities are in the nature of a 
loan and will be repaid by the power users with interest. It is our understand 
ing that during the past several years, TVA has refunded to the Treasury more 
than its scheduled repayments, including an interest equivalent of some 4 percent 

I would like to elaborate briefly on some of these points. 


ELECTRIC BUSINESS I8 FASTEST GROWING INDUSTRY 


Let us take a brief look at the skyrocketing consumption of power by all 
America, including commerce and industry, as reflected by expanding generating 
capacity—which always seems to lag behind demand. 

Total capacity for electric power production in the United States in 1912 was 11 
million kilowatts. Ten years later, the capacity was 20.5 million—almost double 
By 1952, installed capacity had reached 43 million—more than double again ir 
one decade. Capacity in 1942 was over 5 times what it had been 30 years earlier 
in 1912. By 1951, capacity had increased to 75 million kilowatts. Last October, 
the Defense Electric Power Administration stated that in the years 1952-55 
capacity would expand by 41 million kilowatts—well over a 50 percent increase in 
4 yvears. DEPA has said, “Experience demonstrates that the amount of electric 
energy used in the United States doubles approximately every 10 years.” 

To put it another way, let us look at production in kilowatt hours. In 1902 
output in the United States totaled 6 billion kilowatt-hours. (This was less 
than half the consumption in 1952 by rural electrics alone.) By 1920, output had 
leaped to 57 million—9'% times as great. Twenty years later, by 1940, kilowatt- 
hour output had surged upward to 180 billion—despite the depression, output had 
tripled. 

By 1950, 10 years later, output had more than doubled again to 389 billion kil 
owatt-hours—and the Federal Power Commission estimates that output will 
double again by 1960 to a total of 790 billion kilowatt-hours. This will rep 
resent an increase in 58 years of 131 times. 

The very fact that our reserve of electric capacity has been dangerously low 
in many areas since World War II despite the unprecendented rate of installing 
new capacity indicates that our consumption of electric power is not limited 
at present by any economic law of supply and demand, but rather it is limited 
only by our physical ability to generate. 

This is especially true in the TVA service area. Table I shows the total an 
nual energy consumption in kilowatt-hours of the residential farmloads supplied 
by the TVA system 
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TaBLe. I.—Residential. farm consumption of electricity in the TVA area 


Killowatt- Annual 
hours percent 
increase 


1940 ‘ 48, 000 230. 000. 000 
1941 2, 000 350, 000. O06 
1942 ‘ 000 . } } 00, 000 
1943... 00 If O50 73n 000. O%K 
1944 ono 12 { 0. O00, ODF 
1045 ‘ s, 000 2: 152 1. 100, 000. OOK 
1946. ... 172 . 000 


1941 to 1952 total percent increase, 2,200 percent 


1946 to 1952 total percent increase, 540 percent 


These figures appear unbelievable. They are taken from photostats of TVA 
load studies and show a 2,200 percent increase in consumption of electricity by 
farm residential consumers connected to TVA since 1941 and a 540 percent in 


crease for the same group since 1946 


RURAL ELECTRIFICATION PROGRAM IS FASTEST GROWING SEGMENT OF ELECTRI( 
INDUSTRY 


The farmer was a late comer in the use of machines and inanimate energy 
to run them. The widespread use of the tractor and other machines is only a 
little over a generation old. Electricity, the most flexible of all energy sources, 
came to agriculture when the cooperative and rural power districts put it there, 
or caused it to be put there. Farmers were waiting for it and hastened to use 
it to the extent they could afford the instruments and to the extent electrical 
contrivances had been adapted to farm use. First, they hastened to install 
the things that lightened the drudgery of the home and made for decent living 
lights, refrigeration, irons, radios, and so forth. Now the trend is to the appli 
eation of electricity to the heavier chores in the fields and barns which means 
heavier demands on our electric facilities—generation, transmission, and 
distribution. 

Farmers, as real competitive free enterprisers, unguarded by monopolistic 
privilege, have always been pressed between production costs and the prices 
they received for their output. Every farm is both a home and a factory, and 
farm labor is becoming scarcer and more expensive. And there are over 2 
million more people in the Nation each year to clothe and feed. 

There are also growing farm uses of electricity outside the barn and pens 
which aid production. Irrigation pumping is one of them. 

There are other uses which are being applied with increasing success in the 
preservation of farm products, such as walk-in freezers, milk coolers, and hay 
and tobacco driers. 

Even in the farm home the revolution continues. Every year millions more 
automatic water systems, attic fans, and hundreds of other appliances are being 
installed. And many new uses, some of them already in the offing, will require 
substantially more energy. Television is one of them. Air conditioning and 
space heating are others. 

Farmers, incidentally, are believed to be investing approximately a half billion 
dollars a year in electric appliances and equipment. Needless to say, the impact 
of this electric farming revolution is having a dynamic, accelerating effect on 
business generally—benefiting manufacturers, industrial workers, merchants, 
bankers, professional people, newspapers, magazines, radio and television, and 
countless others. 

Extensive research, now under way by both industry and Government, will 
doubtless develop an endless chain of further and better electric age marvels 
for both the farm and home. 

But how will all this affect the growth of our electric cooperatives? We think 
the answer is obvious. Our accelerating farm use, plus the effect of rapidly 
growing rural industries along our lines, is exerting the same demand pressures 
on our co-ops and power districts as city folks and industry generally are 
exerting on the commercial companies. And we are going to have to work like 
fighting prairie fires to keep our facilities expanding fast enough. 
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The picture is clearer when we realie that, percentagewise, the growth of 
our system demands is increasing more rapidly than the demands on all sup 
pliers as a whole. Part of our increase, of course, is due to new connections 
How much we are not sure. 

Take a look at table II on the next page. It illustrates the rate of growth 
of power use by all REA borrowers from 1939 on. Since 1947, our aggregate 
power use has increased at a rate varying between 24 and 30 percent annually. 

In 1942, REA borrowers purchased a billion kilowatt-hours. The first year 
after the war ended, 1946, we used over 2% billion kilowatt-hours—2 times 
more in 4 years. By 1948, this 2% billion had jumped to almost 444—almost 
double in 2 years. By 1951, our consumption had more than doubled again—in 
3 years. We estimate that in calendar 1952, our folks used 13 billion kilowatt 
hours—over 12 times 1942 use; 12 times more in 10 years. 


TABLE IIl.—Energy requirements of REA borrowers by fiscal year, 1939-63 ! 


Energy re- Energy re- 
quirements P quirements |Percentags 
~ ercentage in- | 7 
. f REA bor- ‘Tease OVé 
sence Re pean ove Eee . A m bil-| a = lit ; 
oe a) ceding year cones } Preceding 
| lions of kilo- | lions of kilo- year 
| watt-hours | watt-hours 
| 


1989 0, 18 | 1952 11, 162 
1940 { | ) 1953 14. 500 
1941 | 735 1944 17. 000 
1942 1. O 1955 19. 000 | 
1943 l Ab || 1956 

1944 ¢ | 1957 

1945 2. 2 3 1958 

1946 2. 36 j 1959 

1947 ; y ‘ 1960 

1948 : 3! 1961 _. 

1949 536 3 1962_. 

1950 7. 2Y. | 1963 
1951 3 


30. 000 


1 Source: 1939-51, REA Annual Reports, Energy Purchased by REA Borrowers; 1952-55 REA estimates 
1963, NRECA estimate 

? Percentage increase of 1952 over 1943 was 564 percent. Percentage increase of 1952 over 1948 was 269 
percent 

* Percentage from 1954 through 1963 are estimated on assumption of a 76 percent increase in 9-year period 


The percentage figures for 1953 through 1963 represent our estimates of future 
growth—and I think it is conservative, with full allowance for diminishing num- 
bers of new connections. Even on this conservative basis, our power require 
ments in 1963 should reach 35 billion kilowatt-hours. This would be an increase 
of less than 3 times the next 10 years by comparison with 12 times in the last 10 

Before concluding, I would like to state a few words about the charges that 
have been made during the last few weeks to the effect that the TVA has been 
overestimating the demands on its system. Some persons have inferred from this 
that TVA is this year asking for more money than is really needed to construct 
adequate steam generation facilities. 

Every large electric utility in the United States submits to the Federal Power 
Commission its estimates of the demand expected on its system 1 year hence 
These estimates are, of course, not for the purpose of planning the installation of 
additional generating equipment, inasmuch as it takes several years to build a 
generating plant. It is virtually impossible to build a plant in a single year at the 
present time. Therefore, the 1-year estimates submitted to the Federal Power 
Commission by TVA of the expected peak demand on its system in no way purport 
to serve as an indication of planned capacity installations. 

For the purpose of planning additional capacity and requesting appropriations, 
therefore, TVA has, during the past several years, submitted to the Congress its 
estimates of power demands expected 3 or 4 years in the future. In addition, 
TVA has submitted to the Federal Power Commission 2-year forecasts of esti 
mated demand. In the case of both the 3- and 4-year estimates presented to the 
Congress, and the 2-year estimates submitted to the Federal Power Commission, 
the estimates by TVA of future demands on its system have, since 1947, proved 
to be less than the actual demand experienced during the year for which the 
forecast was made. See table III. 

However, such estimates are, at best, only an engineering guess, and the sig- 
nificant fact is that in every year from 1947 through 1951, the actual demand on 
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the TVA system exceeded the dependable capacity of the system. Even during 
the past winter peak of 1952-53, the TVA system had only 5 percent reserve, in 
cluding firm-power purchases from ovtside the valley. This is to be compared 
with an 18-percent reserve which is now reg: as most men 
responsible for operating some of the largest interconnected sy stems. In other 
words, the TVA system has been inadequate to meet the demands on it since 1947 


Taste III.—2 to 4-year advance estimates of demand on TVA system 
compared to actual demand and dependable capacity 


| Advance | Denend- 
estimate Actual able | 
of peak | demand capacity 
demand millions of mil¥ons of 
(millions of | kilowatts 41 © 
. kilowatts 
kilowatts 


Percent 
reserve 


1947 
1948 
1949 
1950_. 
1951 
1952 


1 Includes firm purchases. 
2 Loads curtailed. 


Sources: Federal Power Commission; FPC Publication: Electric Power Statistics; TVA statement 
June 30, 1953. 

The approximately 1,000 rural electric systems of the country are largely 
purchasers of wholesale power. They are generating only about 13 percent of 
their own power. In the seven-State Tennessee Valley area they are wholly 
dependent on TVA for power supply. They are concerned about the fact that 
disproportionately large numbers of defense industries have been located in the 
Tennessee Valley,.including the tremendous atomic industry installations and 
several aluminum plants all of which are among the heaviest users of electricity 
in the country. The rural people know that even in peacetime, and even more 
in an emergency, these industries, especially those directly connected with the 
defense, will be served first and that the farmers and farm production will suffer 
if adequate power is not available in the valley. 

For these reasons, we hope this subcommittee will consider the request made 
by TVA for funds with which to construct steam generating facilities as the 
minimum realistic and economic figures applicable to providing the TVA area 
with an adequate source of electric power and energy for the next several years 

Mr. Exits. First, I would like to have the record show that my boss 
in Tennessee, Paul Tidwell, who is the Tennessee member of the Na- 
tional Board of Nationai Rural Electric Cooperative Association, is 
here. Iam manager of the National Rural Electric Cooperative Asso 
ciation, which is the service organization of the rural electric systems 
of the United States. I would like to make just a few points by a 
summary which either has been said or will be said by witnesses in the 
rural electrification program. 


GROWTH OF POWER INDUSTRY 


One is that there is no major industry in the United States growing 
as fast as the power industry. I think that is significant. No other 
major American industry approaches the accelerated growth of the 
power industry. With all that everybody is able to do, private, Gov- 
ernment, municipal, cooperative, we are not keeping up with the de- 
mand and the growth that is required for this industry, which is the 
key to mass produc tion in America. 

he rural electric segment of the power industry is growing faster 
than the power industr vasa whole. The power industry as a whole 
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is doubling every 7 to 10 years, according to the Federal Power Com 
mission and the Defense Electric Power Administration. 

The rural electric segment of the power industry is doubling every 
t years. You can project your imagination into the future, and try 
to imagine how in the world we are going to double and double and 
double this power industry fast enough to keep up with the demand. 

We do not know. In the rural electric indus try we are having trou- 
ble countrywide in getting the power supply that we need. 

The rural electric system throughout the country is very much con- 
cerned, the leaders are, about what may happen in the Tennessee Valley 
if defense industries are continually placed down there to eat up the 
great bulk of the power if then we run into shortages. 

We know from experience. We had an example of its last year in 
Missouri and Oklahoma and Arkansas, that the defense will come first, 
and the rural electrics will come second. Senator Ellender will remem- 
ber well, I am sure, that last year the power of Bull Shoals Dam, 
which was just completed about a year ago, was taken away from the 
rural electrics after they had contrac oted for it and turned over to the 
new aluminum plant which was started in Arkansas and which is now 
under construction. 

We sincerely hope, gentlemen, that you will consider well the issue 
of the Fulton steam pla unt, that you will not arbitrarily fail to provide 
it without looking closely into the power supply problem. 

We do not believe of the rural electrics that the supply problem can 
be met in the valley without the Fulton plant. 

Senator SauronsraLn. Thank you very much, Mr. Ellis. We appre- 
ciate your clarity and your brevity. 

The next witness is Dan O'Gara, of Bessemer, Ala., TVA distributor. 
Is Mr. O’Gara here? 


BESSEMER ELECTRIC SERVICE, BESSEMER, ALA. 
STATEMENT OF DAN 0’GARA, MANAGER 
GENERAL STATEMENT 


Mr. O’Gara. Gentlemen, [ do not have a prepared statement. My 
name is Dan O’Gara. I am manager of the Bessemer Electric Service, 
located in the city of Bessemer, Ala., down southwest of Birmingham, 
Ala. We heard a great deal here this morning about some of the larger 
operations and so on, and I would like to give you a story on a small 
operation. Incidentally, due to the absence of our chairman, I have 
— been asked to represent the members of the Tennessee Valley Pub- 

c Power Association, which is an organization of approximately 150 
nantes and cooperative distributors of the Tennessee V alley Au- 
thority. 

In 1933, our citizens elected to construct their own electric system for 
the purpose of providing our people with electricity at rates they could 
afford to pay. The Tennessee Valley officials stated that they would 
not transmit our power to Bessemer since it is out of their service area 
but they agreed to supply our needs, provided we would construct our 
own transmission lines to their dam. 
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After numerous delays, construction was begun in 1938 and a con- 
tract was entered into between the city of Bessemer, Ala., and the 
lennessee Valley Authority for our entire power requirements. 

We completed construction and energized the transmission and 
distribution systems during December 1939. The city of Terrence 
Ala., a small municipality located on the northern section of Birming- 
ham, entered into a contract with the Tennessee Valley Authority and 
at the same time entered into a contract with the Bessemer system to 
utilize our transmission facilities to Guinessville Dam, to their munici- 
pality. These contracts are still in effect, and the plant investments 
of both of these is approximately $214 million. We are perhaps the 
only 2 cities in the entire southeast that are in direct competition 
with a private utility, and 2 of the few places in the entire United 
States where an electric-utility customer may exercise the privilege 
of subscribing to a public or a private organization. 


RATE REDUCTIONS 


The private utility, the Birmingham Electric Co., reduced rates 
five times between the time Bessemer voted to construct its system and 
the time it was placed into operation. We feel that the citizens of 
Birmingham as well as the entire county benefited by the rate reduc- 
tions pl: aced in effect by the private utility as a result of our bringing 
electricity at TVA rates to the district. 

At any rate, we taught the local private utilities to do business 
on a volume basis, and it is our firm opinion that the Alabama Power 
Co. has attained its high standing in the private utility field by adopt- 
ing the rates that would enable its customers to utilize electricity to its 
fullest advantage. 

Gentlemen, our problem and the problem of all distributors of the 
Tennessee Valley power is their ability to meet the ever-growing 
demand for electricity. Due to the competitive situation, our system 
has not enjoyed the rapid growth of some of the other distributors 
However, in less than 13 years we have exceeded our contract with 
TVA. We were told long ago that we would be supplied with power 
for residential and commercial consumers, but we would not be per- 
mitted to add any industrial loads to our system. We cannot attract 
industry to our city unless we are in a position to provide the services 
required by a new organization, and the necessary personnel for the 
operation of such an industry. 

The other distributors solely dependent upon TVA for an adequate 
supply of power are in the same predicament. The entire southeast 
has enjoyed unprecedented development in the past few years, and it 
appears that this section will continue to expand provided adequate 
power, other utilities and services are made available for this expan- 
sion. It is the opinion of the TVA, its distributors, as well as the pri- 
vate utilities, that there is ample room for all of us, and we will all 
be hard pressed to meet the ever-increasing demand for electric 
energy. 

We, therefore, earnestly petition this commitee to make available the 
necessary funds which will enable the TVA to meet its contractual 
obligations to the 150 a and cooperative distributors in the 
Tennessee Valley area. Thank you. 
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Senator SauronstaLL. Thank you very much, Mr. O’Gara. 
The next witness is Mr. J. C. Hundley, of Nashville, Tenn. 


TENNESSEE RURAL ELECTRIC COOPERATIVE ASSOCIATION 
STATEMENT OF JAMES C. HUNDLEY, EXECUTIVE MANAGER 
PREPARED STATEMENT 


Mr. Hunpiey. Mr. Chairman, my testimony has been submitted. 
I want to just make three brief points. 

Senator Savronsratt. Thank you, sir. Without objection your 
full prepared statement will be put in the record, and we will be glad 
to hear those three brief points. 

(The statement referred to follows :) 


STATEMENT oF J. C. HUNDLEY, ExecuUTIVE MANAGER, TENNESSEE RURAL HELECTRIC 
COOPERATIVE ASSOCIATION 


Mr. Chairman and gentlemen of the committee, my name is James C. Hundley 
I am executive manager of the Tennessee Rural Electric Cooperative Association 
which is the State service organization of the rural electric cooperatives, 

I am appearing here in the interest of adequate electric power for the rural 
electric systems in the Tennessee Valley. 

There are 4,900,000 people in the Tennessee Valley Authority area. Of this 
number 1,850,000 are farm people. 

Our electric cooperatives have invested $161,637,285 in distribution systems, 
the feasibility of which is based on adequate, dependable and an increasing 
capacity of our only power supplier, TVA. 

A deep responsibility is felt by the 51 rural electric cooperatives in the Ten 
nessee Valley for their farm family member owners. ‘These cooperatives have 
brought electricity to nearly 90 percent of the farms. Only 3 percent of the 
valley farm families had electric service when TVA was established, Those 
still without service are anxiously awaiting the time when they, too, may enjoy 
the benefits they know electricity will bring them. Farm families have learned 
many ways of using electricity to increase their production and their usage in 
increasing each day. 

Since TVA was established in 1933, the use of electricity in the valley has 
increased 15 times aS compared with an increase of only 4 times in the United 
States. Over 1,135,000 homes depend on TVA to supply their electrical require 
ments. TVA is yearly supplying 9.8 billion kilowatt-hours now and reliable 
forecasts show an increase to 16.8 billion kilowatt-hours over the next 4 years 
will be necessary to meet normal growth. 

The information on which TVA has been able to so accurately forecast electric 
power requirements in the past, and on which 1956 requirements are based, has 
been obtained through the wholehearted cooperation of the valley power distri- 
bution systems, each of which prepared estimates on the amount of power they 
will need. 

$241,250,000 is the amount of money that will be required in 1954 to continue 
the TVA power program. This is a good investment for the people of the United 
States, because the money appropriated for this power program is actually a loan 
since it is required that it be repaid to the Treasury within 40 years. This is in 
accord with the existing law passed by the Congress in 1948. In addition, TVA 
has earned an average of 4.3 percent on the investment each year since it was 
established. After the principal has been repaid, the earnings from the TVA 
power system should continue as a source of revenue to the United States 
Treasury. 

Our farm people know that if adequate TVA loan appropriations are not author- 
ized now to start construction to meet our 1956 power requirements they will be 
denied one of their most important production tools. 

We people in the valley know that we are paying for the TVA power program 
through our electric bills, and the entire Nation is benefiting. $665 million 
worth of construction material used in building the TVA facilities has been pur- 
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chased from many States. $1 billion worth of electrical appliances has been pur 
chased by our valley people since 1947, practically all of which was built by the 
great industrial States to the north and east of us. With continued adequate 
electric power for the valley we believe this market will continue. 

TVA was a real Godsend to this Nation in national defense during, and follow- 
ing, World War II. TVA electricity in aluminum production made possible 
10,000 fighter planes. Sixty percent of the Armed Forces’ requirements of phos- 
phorus was supplied by TVA during World War II. It was with TVA electricity 
that the first atomic bomb was made possible. The Atomic Energy Commission 
is exerting TVA to furnish 25 billion kilowatt-hours for their use alone by 1955. 
Gen, George C. Marshall, World War II Chief of Staff for the United States 
Army, said, “TVA is wonderful It is, in fact, a model for the rest of the world.” 
While the Nation benefits from TVA, it can also be proud for it belongs to all 
the people. 

The distributors of TVA power have entered into 20-year contracts with TVA. 
The contracts state in part, “The power distributor agrees to purchase and TVA 
agrees to furnish all of the power meine by distributor.” 

Agricultural developments, industry, atomic energy and defense installations 
will soon use the little remaining capacity. If the people are denied adequate 
electric power, it will be difficult to explain. During the war when material 
and power were short, our rural electric cooperatives, along with the Federal 
Government, were blamed for their lack of foresight. 

Our farm people are also vitally interested in seeing the TVA resource develop- 
ment appropriation restored, because the real purpose for which TVA was estab- 
lished is centered around the providing of coordinated ways to allow the people 
to help themselves in developing a poor region plagued by rampaging and destruc- 
tive rivers into a national asset. TVA, through its resource development pro- 
gram, is restoring hope and prosperity to the 4,900,000 valley residents. 

We believe that in creating the Tennessee Valley Authority, the Congress took 
on the responsibility of appropriating sufficient funds to provide adequate gen- 
eration and transmission facilites to meet the needs of the people of the 7-State 
valley region. The people in the valley area are looking to the Congress to meet 
this responsibility. 


Mr. Hunpiey. My name is James C. Hundley. I am executive 
manager of the Tennessee Rural Electric Cooperative Association. I 
am appearing here in the interest of adequate electric power for the 
rural electric systems in the Tennessee V alley ‘ 


INVESTMENT BY COOPERATIVES 


I would like to present these facts. No. 1, our 51 electric cooperatives 
have invested $161,600,000 in distribution systems, the feasibility of 
which is based on an adequate, dependable and increasing capacity of 
our only power source, TVA. Our farm people know that if adequate 
TVA loan appropriations are not authorized now to start construction 
to meet our 1956 power requirements, they will be denied one of their 
most important production tools. Our people know what we are pay 
ing for the TVA program through our electric bills and the entire 
Nation is benefiting. 

Point 2, the rural people of the valley States are very interested 
seeing the TVA resource development appropriation restored. The 
real purpose for which TVA was established is centered around the 
providing of coordinated ways to allow the people to help themselves 
in the development of a poor region plagued by rampaging rivers into 
a national asset. TVA through its resources development program is 
restoring hope and prosperity to the people of the valley. 

Point 3, we believe that in creating the Tennessee Valley Authority, 
the Congress took on the responsibility of appropriating sufficient 
funds to provide adequate generation and transmission facilities to 
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meet the needs of the people of the seven-State valley regions. Thi 
people in the valley area are looking to the Congress to meet this ré 
sponsibility. 

Senator SavronstatL, Thank you very much, sir. 

The last witness this morning will be Mr. Lamont, of Hopkinsville, 
Ky. Is Mr. Lamont here ¢ 


STATEMENT OF MR. LAMONT, HOPKINSVILLE, KY. 
GENERAL STATEMENT 


Mr. Lamont. Mr. Chairman, I have no prepared statement. I an 
going to be very brief in my remarks. 

I live in Hopkinsville, Christian County. We are on the fringe ares 
of the Tennessee Valley, which serves the western part of our State. 
and I am representing in a general way the people of that area, and 
also the rural people of Kentucky. I am a farmer myself. I have no 
connection with any of the cooperatives in any way whatsoever. My 
sole occupation is farmer, We are very much interested in having ade 
quate power for our farms. It has been brought out today what it has 
done. It has revolutionized agriculture in that section. We are very 
much interested in that. We feel like this Fulton plant at Memphis, 
if it is not made available, will probably take power from some other 
source on the line, and we will not have sufficient power for ow 
farms and for agriculture in general. I am not going to take any 
more of your time, because I realize anything that I might say has 
been covered, but I just want to let you know th: it the people of Ken 
tucky, the farmers, and the other people of that section, are very much 
interested in this, and we hope you gentlemen in Congress can see fit 
to supply this money for this expansion. 

Senator SauronstaLL. Thank you, Mr. Lamont. The Chair appre- 
ciates your brevity. 

The clerk informs the Chair that there are five more witnesses, Mr. 
Myers, Mr. Peterson, Mr. Faust, Mr. Bradley, and the representatives 
of the CIO, and the Chair is informed by the clerk, which he takes 
with somewhat of a smile, and hopeful, that those five witnesses can 
finish in 15 minutes. If there is any witness who feels that will cut 
him off, the Chair will recess at this time until 3:30 this afternoon, 
before which time we hope to hear the Veterans’ Administration and 
after that the distinguished members of the Senate who wish to speak, 
and any other witnesses. If these witnesses can finish by 1: 15 without 
cutting themselves off, we will be glad to have them do so, but we do 
not want to cut them off too briefly. Perhaps they prefer to come 
back at 3:30 this afternoon. 


FOREST FARMERS ASSOCIATION, VALDOSTA, GA. 


STATEMENT OF J. WALTER MYERS, JR. 


GENERAL STATEMENT 


Mr. Myers. Yes, sir. 
Senator SatronstatL. Do you think the five witnesses can finish in a 
few minutes? The Chair has a 1 o’clock engagement himself. 
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Mr. Myers. I would like to take 5 minutes and introduce the State 
Forester of Tennessee, who will take about 5 minutes himself, speaking 
for the seven State foresters in the valley States, and we have one 
more man that has just a few remarks to make, and I think we can 
finish in that time. 

Senator SavronsTaLL. Thank you, and you may proceed. 

Mr. Myers. I have a prepared statement, Mr. Chairman, I am 
just going to read a few excerpts from it and make a few comments, if 
I may. 

My name is J. Walter Myers, Jr., and I am executive secretary of 
the Forest Farmers Association of Valdosta, Ga., and I am here to 
testify as that organization’s official spokesman. 


FUNCTION OF ORGANIZATION 


The Forest Farmers Association is a voluntary nonpro fit regional 
forestry association. This organization is dedicated to the protection 
and advancement of private forest enterprise, and full forest develop 
ment, Our members own 20 million acres in 15 Southern States. 

Since the TVA operates in 15 of the States that we serve, we are 
naturally interested in its development and its resources development 
prog am. We have been quite interested in H. R. 5690, the appropr la 

tions bill, and nf ankly we do not oppose the overall aim of a gradual 

diminishment of TVA’s resources devel ypment progr: im. However. 
we do feel that it would be well to continue TVA’s resources develop 
ment program at least over a period of the next 10 years and gradually 
diminish it off as the States and possibly other Fe leral agencies might 
be able to take over certain of these activities. We think that would 
be a sound goal, but we do not believe that it can be accomplished by 
the Ist of July 1953, as it is set up now in the House bill. 

While we are interested primarily in the forestry end of it, and that 
is what I will speak on, we are quite interested in the other resources- 
development activities. It may sound odd, but the Forest Farmers 
Association does not favor the development of additional Federal 
power projects, such as the TVA, but we do not believe where we 
have a fine program going, such as we have in the Tennessee Valley 
Authority, and its forest- and natural-resources program, that we 
should junk it. We have a tremendous investment there. Trying to 
conclude that program by the Ist of July 1953 would entail some very 
serious difficulties that I doubt seriously would be sound, and the econ 
omies accomplished would be at such a cost as to be almost exorbitant. 
They have twenty-eight to thirty million trees planted, and to walk 
off and leave those seedlings we feel would not be sound. They have 
324,000 acres of forest land, and to walk off and leave those lands 
where we planted 250 million trees, is something that we cannot quite 
understand as a sound measure. Nor do we feel it may be wise to 
turn over all these lands to another agency as long as TVA maintains 
the power operations, 

Senator Gore. Mr. Chairman, may I ask a question? I do not want 
to prolong your testimony. I did want to punctuate the statement by 
inquiring what would occur, in your opinion, to these millions of 
seedlings and this vast forestation acreage in the event there is no 
program ? 

Mr. Myers. Would you mind repeating that, sir? 
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PROGRAM ELIMINATION EFFECT ON SEEDLINGS 


Senator Gore. What, in your opinion, will happen to these million 
of seedlings, and the various forest ry lands if there is a complet: 
elimination of this program ¢ 

Mr. Myers. Sir, that is a very pertinent question. I believe M: 
Peterson, the State forester of Tennessee, may be able to answer th 
better than I. He is in an agency that might be called on to take over 
that. Someone should take it over. But, as we see it, there is no pla; 
To junk something without a plan is not, in our thinking, sound. 

I have heard today many times the statement that we want to keep 
the power. I think some thought should be given to certainly the place 
where the power comes from. We would like to have the milk 4 Tro 
the cows, but you have to have the pasture. We feel that certain| 
the power comes from the water and the hydroelectric plants, but t! 
water comes from the streams, and the streams are protected by th 
watersheds. We believe this is cutting the heart out of the TVA i: 
cutting the resources-development program. 

I have probably used up all of my time, but, by and large, our asso 
ciation feels that with the investment which the Federal Governme 
has at stake that it cannot afford to just walk off and leave this 1 
sources program, particularly in view of the splendid dividends whic! 
this program can and is producing in the Tennessee Valley area 
addition to the absolute necessity for protecting these watersheds. 

I believe the people in New York and certain other places had 
difficulty where they wanted just the water but they did a Worry 
about the watersheds, and their watersheds silted in and now the} 
do not have the water. I think that is something that would 
tainly require that TVA maintain a forestry staff of a permanent 
nature adequate to look after its watershed area 

Senator Hix. In other words, this work in the watershed is an 
integral part of your water development; is that not true? 

Mr. Myers. Yes. You cannot have your milk without your pas 
ture, and you cannot have power without watershed. 

Senator DworsuaKk. How is it related to the steam plants? 

Mr. Myers. I am not familiar with the steam plants. That is a 
portion I am really not familiar with. What I am thinking about 
primarily is the hydroelectric plants. 

Senator DworsHak. That is not a question before this committee 
at this time, as far as I know, 

Senator Hiri. Mr. Chairmain, it is a question of funds for the 
resources development, the very development he is talking about, and 
they tie right in, as he said, with the power requirements, In othe: 
words, your forestry, your conservation, and ‘all that ties in with 
how much water you get, and how that water comes. 


Mr. Myers. That is right. 


WATERSHED PRODUCTION VITAL TO RIVER CONTROL 


Senator DworsnAx. I appreciate that fully. Watershed prote« 
tion is very vital to river control. I was trying to find out whether 
it was related in any way to steam plants. 

Mr. Myers. I would say that the steam comes from the water, and 
the water comes from the watershed, so it is the same situation, | 
would judge. 
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Senator Dworsuax. You talked a lot about hydroelectric power. 
[ was just wondering whether you appreciatyd this was dealing 
essentially with steam and not hydro ¢ 

Mr. Myers. Yes. 

Senator Hit. Mr. Chairman, may I say that the House struck 
out the funds that the budget estimate provided for this resources 
work. Of course, that question will be before our committee. We 
will have an amendment to restore those funds, He was addressing 
himself to the restoration of those funds, which were recommended 
by the budget but stricken by the House. 

“Mr. Myers. That is right. One portion is that the Government 
does not own a large portion of the land. They only own 825,000 
acres. There is a tremendous acreage of 14 or 15 million that has 
to be looked after. 

Gentlemen, that is about the extent of my remarks. I would like 
to introduce State Forester Carl 1. Peterson, of Tennessee, who will 
speak for the seven State foresters in the valley area, 

Senator Dworswak (presiding). We will be glad to hear you, Mr. 
Peterson. 


STATEMENT OF CARL I. PETERSON, STATE FORESTER, 
NASHVILLE, TENN. 


PREPARED STATEMENT 


Mr. Pererson. Mr. Chairman, I am Carl I. Peterson, State forest 
er of Tennessee, and I have been authorized by the State foresters of 
Georgia, Kentucky, Mississippi, North Carolina, and Virginia, and 


this morning I had a telegram from the State forester of Alabama, 
and they are all in sympathy with what I have said in the paper 
which I have prepared here, which I shall be glad to leaye for the 
record, if I may be permitted to do so. Also, 1 have written state- 
ments of various interested individuals. 
Senator Dworsuak. The material will be inserted in the record. 
(The material referred to follows :) 


STATEMENT CONCERNING THE NEED FOR Forestry FUNDS IN THE RESOURCE 
DEVELOPMENT ITEM OF THE TENNESSEE VALLEY AUTHORITY APPROPRIATION 


[am Carl I. Peterson, State forester of Tennessee, and I have been authorized 
by the State foresters of Georgia, Kentucky, Mississippi, North Carolina, and 
Virginia to speak for them. I have been employed by the Tennessee Department 
of Conservation for 28 years. Prior to that, | was for 2 years a district forester 
in the State of North Carolina. I work closely with the United States Forest 
Service and all of the Southern State foresters. I cite this so that you will know 
that I am intimately familiar with the needs and problems in all of the Tennessee 
Valley States. 

We have been cooperating with the TVA Division of Forestry Relations in a 
wide variety of activities for the past 20 years. As a result of our working 
together, forestry has made significant progress in this region. Actually, the 
TVA forestry program is not a separate one but is an integral part of our State 
programs. If significant forestry progress is to be maintained, we urgently need 
the continued assistance of TVA. In fact, it will be impossible to continue at 
anywhere hear our present progress without their assistance. 

It is not possible to cover all of our cooperative work, but I will cite a few 
examples of how we have been working together in this region. I want to em- 
phasize that TVA did not conduct these projects independently. They were done 
as joint projects at our request with our full knowledge and consent. 


$85808—538—— 23 
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Especially helpful have been literally hundreds of fectfinding surveys abo 
forestry and watershed problems. These have been invaluable in furnishi 
reliable and up-to-date information for planning and conducting our Stat 
programs 

A FEW HIGHLIGHT STATISTICS FOR THE VALLEY AREA 


In forest-fire control, TVA has prepared some 152 visible area maps for lookout 
tower locations. They have conducted a total of 6,525 fire-prevention meeti 
with an attendance of over 788,793. They have assisted us in extending organize 
fire protection to 96 counties 

In forest management, 285 demonstrations totaling 510.000 acres have be« 
established to serve as examples of prudent management to other landowner 

in reforestation, TVA has furnished through the State agencies some 250 m 
lion seedlings to over 20,000 landowners who are demonstrating the watersh« 
protective as well as economic value of reforestation. 

Some 35 sawmill conferences have been held to acquaint small-sawmill ope) 
ators with more efficient practices. These meetings were cosponsored by maj 
timber industries and sawmill-equipment manufacturers, 

Some 50 timber-harvesting demonstrations have been conducted to show lan 
owners the results of good harvesting practices and the possibility of continuou 
income from wise practices. In utilization, TVA developed a portable timber 
treating plant, and 70 demonstrations were conducted to interest people in estal 
lishing their own timber-treating facilities. As a result, 20 timber-treating plants 
have been established 

These are just some examples of the activities in which we have cooperate: 
‘Time does not permit a detailed breakdown. However, I have here the Annua 
Report of the Division of l’orestry Relations of the TVA for 1950, which 
selected at random from their reports. On page 39 are shown the individua 
agencies, and organizations actively participating in the TVA program. 
extent and variety of participation and cooperation in TVA’s activities are hig! 
significant. A review of this report reveals the tremendous volume of wor 
accomplished by the Forestry Relations Division of TVA. In all this work, t 
TVA cooperation has been excellent. Their work has not duplicated our effe 
in any way. Rather, it has served to supplement and strengthen our progra 

While we are in a better position now than we have ever been, we are s 
not able to carry out the kind of forestry program that we k is needed, W 
need continuing help to maintain progress made so far and to raise the fores 
business fram its present $350 million a year value to its potential of around 
$900 million. 

Nor have the States in the valley leaned back and let the TVA doit all. T 
nessee’s annual expenditures, for example, for forestry 20 years ago amounted t 
$54,100.71, as compared with $597,494.88 last fiscal year (1951-5 These fis 
ures include no Federal funds of any kind. Let me al av TVA activities « 
stituted a most significent factor in stimulating the incre: 
which these expenditures represent Incidentally, the 
priated $650,000 annually for the next biennium for forestry. 

In forest-fire control Tennessee has moved forward year after : 
yhase of its forestry program the State has worked hand in hand 
“ifty-three counties cooperate with the State in forest-fire control by 
cial contributions. Credit for much of this grassroot interest in forest pre 
must be given to the stimulating effect of TVA’s work among forest landowns 
and forest industries. Furthermore, TVA-State cooperative fire-control proje 
two of which are in progress now, have resulted in increased effectiveness of ft] 
State’s fire-contro!l effort. The two projects now in effect, if completed, w 
produce information on fire-prevention techniques of important significance, n 
only to Tennessee but to all Southern States and many other States in of} 
sections of the country. 

Likewise in reforestation the TVA-State cooperative program has stimulate 
constantly increasing interest in tree planting. The magnitude of this job 
such that even with the increased effort being put forth by the State, it cant 
be assumed entirely by the State. In the first place, there are at least 1141 
lion acres of land needing reforestation in the State. In the second place, 
demand for wood for pulp by expanding pulp industries in and near Tennesse 
is growing constantly. Reforestation of eroding wastelands in the valley is of 
national importance because of its effect on siltation of important navigab! 
streams. Likewise satisfying the demand of pulp mills in and out of the val! 
for pine wood through reforestation is of nationwide concern since the product 
of these industries are needed throughout the country. 
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Better management and utilization has resulted from TVA-State cooperation 
in these phases of forest conservation. This is attested to by the increasing 
number of timberland owners who are becoming tree farmers. Studies made by 
TVA have provided convincing basic information used in these activities. I per 
sonally have been privileged to attend and observe the results of TVA-State con 
ducted timber-harvesting demoustratio! held right out in the woods with the 
woodland owners. Also, I have atten numerous TVA-State conferences for 
small sawmill operators These are yortant because the small sawmills in 
Tennessee, for example, cut 90 percent of the lumber produced in the State. By 
proving to the woodland owner and the sawmill operator that their profits wi 
be greater if they follow proper methods of harvesting timber and converting it 
into lumber we are getting more forest conservation practiced in the woods 
What is being done with the forest-land owner and the small sawmill owner 
under this program corresponds to what was started 50 years ago among farmers 
If this program is continued and expands, we shall never need fear that regula 
tion of the cutting of our forests by State or Federal law will become necessary 

I could go on and cite many other meritorious TVA-State cooperative forestry 
undertakings which are promoting forest conservation within and without the 
Tennessee Valley. As has already been pointed out, so far as Tennessee is con 
cerned, the forestry program is stronger thun it ever has beer And judging 
from the progress being made from year to year, it will continue to grow stronger! 
However, it would be deplorable if the TVA-State cooperative program in fire 
control were to be suddenly ended and unfinished projects left hanging 
air, So to speak. 

Likewise, in the reforestation cooperative program it would be a terrific jolt to 
the valley States in having the millions of seedling trees supplied annually by 
TVA suddenly cut off. To be sure, the States are operating more nurseries, but 
as yet their combined capacity has not yet met the demand for seedling trees 
Furthermore, TVA nurseries are now stocked with millions of seedlings which 
will be needed during the next planting season. Without constant and proper 
attention, these will be a total loss 

Eventually the States involved may have complete forestry programs. How 
ever, it would seem most unwise to discontinue the TVA-State cooperative work 
which has been started. Such action could only result in waste, because Ten 
nessee’s Legislature has re¢ ently adjourned and 2 years would elapse before we 
could even request additional State funds with which to carry on the many 
pending cooperative programs. I am sure the other States involved are ' 
same predicament 

I wish to close this statement with one 
cooperative forestry program in ‘Tennessee has ’ 
inspiring demonstration of the Federal Government, 
industry, landowners, and citizens in general, pooling 
toward one objective—conservation of our soil and fore 
As a consequence, forestry in Tennessee ind | 
the other valley States—has moved forward 
conservationist could have hoped for 20 year 


done to halt the progress nor to break up the 


STATEMENT CONCERNING THE NEED FOR ForESTRY FUNDS IN THE RESOURCE DEVETI 
OPMENT ITEM OF THE TENNESSEE VALLEY AUTHORITY APPROPRIATION 


I am Gaston S. Burton, dean of administration of the University of the South 
Sewanee, Tenn. The University of the South is located in the heart of the 
region which produces from one-third to one-half of the Nation's irdwood 
Almost 80 percent of our wood resources is hardwood. Furthermore, we ar¢ 
the only institution in the States of Tennessee, Arkansas, Kentucky, and Mis- 
sissippi with a department of forestry. The domain of the university comp 
some 8,500 acres of forest land and the wealth of native species here is surp 
by that of few other regions. 

Because of our location in the heart of the Tennessee Valley in the hardwood 
region ; because we draw students from the entire southeast Texas, and Arkan 
sas; and because of close cooperation with the Forestry Division of the Ten 
nessee Valley Authority we feel that we are peculiarly fitted to provide e 
eation and training, both practical and theoretical, in forestry 

Among the basic courses given are: 


rises 


asoeu 


hy 
l 
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Dendrology, or the study of trees, a course designed to enable the stude 
to identify the trees and shrubs and to study the broader aspects of tree di 
tribution, growth habits, fruiting and seeding throughout the United States. A 
collection of trees and shrubs is now being made, a collection which will be useful 
to foresters, biologists, or any one interested in the vegetation of the Cu 
berland Plateau. 

Wood technology. The identification of woods used in lumber and wood prod 
ucts industries, together with a study of the effects of the physical features of 
woods on their commercial importance. 

Silviculture. The study of environmental factors that influence forest vege- 
tation and the methods of applying such knowledge to the control of the estab- 
lishment, composition, and growth of forest stands. Here also is taught pri 
ciples and methods of reducing injury in the forest, particularly fire and ogher 
nonbiotic agencies, ‘ fr 

in addition to the basic courses which apply to the teaching of forestry ir 
any locality and with any kind of woods, our particular competency lies in our 
program for work in the hardwoods and the immediate and practical applications 
for this program. That forests are a crop to be planted, cultivated, and har 
vested is a novel idea which is now being widely accepted. No longer is the 
forester a man who goes into the woods and cuts down trees; instead he is a 
man who, while harvesting a crop of timber, follows procedures which insure 
that timber can be cut year after year from the same forests with each succeed 
ing generation harvesting a timber crop of better quality. 

With the help and cooperation of the TVA foresters we specialize in wood 
utilization, forest management, and forest accounting. In wood utilization 
we teach and exemplify the methods, tools, and equipment used in harvesting 
and processing forest products. We operate a sawmill, planer, workshop, and 
dry kiln. Our students learn, and put into practice, the principles of grading 
jumber, of air seasoning and kiln drying, of processing and preserving wood 
products. 

Our particular pride and forte is in forest management which is the study 
and practice of the plans, methods, and new developments in the administration 
of forest products. The TVA has been of great assistance in setting up hardwood 
torestry management plans which we in turn pass along to our students. Thu 
better hardwood management is stimulated in the entire area from Virginia | 
Texas. The students are taught in class and in the field how to mark timbe 
for cutting; to estimate the growth of forest stands; to ascertain the amou 
of production in a given area. They are shown, by example, the proper cutting 
practice, how to cruise timber, to take an inventory, to estimate the amount 
of timber present by sizes or by species, to determine the regular annual growth 
They learn the principles of conservation and preservation of natural resources 
the dangers of devastation and soil erosion. Ina forest domain, the size of ours, 
every theoretical idea becomes a practical fact. A student actually fighting 
a forest fire is ready and quick to learn better methods of forest-fire control 

Thanks to the help of the TVA we have instituted a method of accounting 
which, I believe, is uniqne in this country. It is the first attempt to find out 
the costs of growing and developing hardwoods. In this connection we ar 
deeply indebted to the TVA for providing aerial maps from which we determ 
not only the acreage but also the volume, or the number of board feet We u 
these maps for cruising timber by samples chosen from representative are 
We use their calculating machines for determining the sizes, grades, and volumes 
by species and by diameters, and for the proper spacing of trees We also owe 
our gratitude to the TVA for supplying trees for planting. Our students plant 
the trees, and learn the proper spacing, how they grow, the care of the young 
tree, and in general the cultural development of a plantation. 

I shall close this statement by an expression of thanks to the TVA for holding 
conferences on sawmill management at our mill. This has been of inestimable 
aid not only to our students, who disseminate the information learned through 
out the country, but also to local lumbermen, for it shows them how to cut their 
timber for greater usefulness and for optimal income. The TVA has helped us 
in setting up a model plan for forest owners and managers, for landowners 
for sawmill operators, and for contractors. We use TVA surveys, demonstra 
tions, and publications in our courses in the business aspects of forestry which 
deal with manufacturing and marketing, the relation between our natura! 
resources and industry, the maintenance and preservation of our forests and 
the products therefrom which range from crossties, ax handles, fence posts, 
etc., to the most valuable kinds of lumber. 
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From the educational standpoint our view is that 
an important figure in the economic future of our land 
he carries on his work and the degree to which he is able t 
cutting and to encourage conservation—these will determ 
our descendans will inherit The goal of the forestry 
University of the South is to produce a well educated man 
technically competent forestet 


STATEMENT CONCERNING THE NEED FOR ForEST FUNDS IN THE ResourRcE DE\ 
MENT ITEM OF THE TENNESSEE VALLEY AUTHORITY APPROPRIATIONS 


I am Herman E. Baggenstoss, of Tracy City, Tenn., editor of the Grundy 
County Herald, former chairman of the Tennessee Conservation Commission, 
director of the Keep Tennessee Green Association and the Forest Farmers Asso 
ciation, a tree farmer and conservationist of lifelong standing. 

This is my second appearance before a Senate subcommittee to plea for reten 
tion of funds dealing with natural resources and development. The first time 
was before the Senate Subcommittee on Agriculture Appropriations on H. R. 
5227 in behalf of the Federal-State cooperative forestry funds. 

Serving as a member and chairman of the Tennessee Conservation Commission 
for 4 years and as an individual cooperating with TVA on numerous projects has 
permitted me to become well acquainted with the Forest Division and its work 
in the valley. 

I was shocked to learn of the proposed cut sponsored by the House subcommittee 
in President Hisenhower’s budget on TVA which would wipe out the Forest 
Division, fish and wildlife work, resources, recreational development, and agri 
culture research. 

We in Grundy County and Tennessee have come to depend on TVA for leader 
ship, guidance, advice, and encouragement in our efforts to build a better Nation 
working, of course, with the materials at hand, such as the near-devastated forest 
areas of the Cumberland Plateau. 

Wiping out the hope of the leaders in conservation and of the people in this 
area is not our idea of “good business nor good Government” regardless of the 
all-important budget cutbacks. 

The entire valley question is one of orderly development along all lines with 
the river itself being the focal point, also the vocal point, judging from the mil 
lions of words spoken, both pro and con, throughout the Halls of Congress and 
the Nation. However, we in the area know that we cannot have a valley without 
having mountains, we cannot have flood control without having watershed 
protection. While 99 percent of the talk rages around the direct product of 
TVA’s generating plants, and 99 percent of the funds used by TVA goes for that 
purposes, it behooves the Nation and Congress to look for the hidden benefits to be 
derived from the minute 1 percent. 

From an area standpoint we are only beginning to reap the harvest of 20 years 
of applied science in the field of specialized attention by an agency specifically 
set up in the area and serving that area alone. 


MAPS 


Prior to TVA and its mapping program, private industry, landowners, investors, 
ete., depended on incomplete geodetic sheets of 19th century vintage. Modern, 
up-to-date quadrangle maps are of extreme value to both the State and Federal 
Government and they are invaluable to private enterprise. My county of Grundy 
is split by the Cumberland River and Tennessee River divide. One-half of my 
county is TVA-mapped, the other half we grope along in the darkness, so to speak. 


FORESTS 


I own a tree farm of 4,600 acres, partly because of TVA’s Forestry Division 
which convinced me that good forestry will pay an individual a reasonable return 
on his investment and that they, along with other Government agencies, stood 
ready to lend advice and support. A tree farmer is doomed to failure should 
he have to stand alone from the beginning to the end if he begins on previously 
devastated lands. We think we have come a long way in conservation in Ten 
nessee ; however, forest fires last year burned 1% million acres 
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RESEARCH IN DISEASE 


Oak wilt is creeping over the county and may repeat the catastrophe of the 
chestnut blight. 
RESEARCH IN USAGE 


The valley has billions of board feet of low-grade oak for which there is no 
market or use. Continued research in this field, such as TVA’s laminated-wood 
project and wood-molasses project are vitally needed. 


FINANCE 


Forest land owners in the region have no one to turn to for financial assis 
ance and until our forests are reasonably secure and profitable the normal chan 
nels of finance are forbidden him. I wish to point out that this is not true 
other parts of the Nation and even in the South where banks and insura 
companies are lending money on forest land. 


STATE APPROPRIATIONS 


We have yet to convince our own State government the tremendous opportu 
that they are overlooking in forest development as is evidenced by the percent 
of State funds allotted for this purpose as compared with other State functi 


GAME AND FISH 


Along with lakes and forests are the natural problems and opportunities arising 
out of the game and fish that populate them. Concentrated efforts in the regior 
are producing results hereto believed impossible. 


INDUSTRIAL DEVELOPMENTS 


Increased industrial development is a normal product of a region well on 
way to restoration as our forefathers knew it. 

As far as I know the budget as recommended by this administration is suffi 
cient. However, to pare it too deeply or to abolish the funds entirely is 
tainly a blow to the lands and water lying between the river’s edge and the top 
of the divide to say nothing of injuring the entire concept of a regional develop 
ment. 

In the field of forestry in the valley we look to TVA first, Tennessee Fore 
Division, and the United States Forest Service second, because their publi 
functions are spread so thin. TVA Forest Division has done a remarkable job 
with the public at large in disseminating information on forest problems, 
helping to increase the log yield through sawmill studies. A tremendous increase 
in tree planting in the valley has occurred, timber lands are going into sound 
management plans almost daily. These and other indirect results stemming 
from the TVA Division of Forestry are bringing a backward area to life and 
fruitfulness. 

Surely our recommendation in asking you to restore the resource funds is n 
without merit. I beg you to retain the fund as recommended by the administra 
tion. Certainly the fruit of the experiment should be allowed to ripen. Th 
peak of maximum returns from the resources experiment is at least 20 years 
hence. A matter of strict economy would prevent a sudden stoppage. 


STATEMENT CONCERNING THE NEEDS FoR Forestry FUNDS IN THE RESOURCI 


DEVELOPMENT ITEM OF THE TENNESSEE VALLEY AUTHORITY APPROPRIATIONS 


I, Ralph M. Hughes, of Waynesboro, Tenn., am part owner and manager of 
Hassell & Hughes Lumber Co., of Collinwood, Tenn. We manufacture pine lu 
ber, hardwood lumber, and hardwood dimension stock from timber on our 75,000 
acres of managed timberlands. 

Ten years ago we had a small concentration yard and had just purchased 
75,000 acres of forest land which had been depleted by northern interests, a con 
dition prevalent in the South 10 to 20 years ago. We were faced with two alter- 
natives—either cut out and liquidate or manage for the future. We were in 
desperate need of technical advice. We had no trained foresters in the county 
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We appealed to the Tennessee Valley Authority for help. After many days of 
cruising, research, and discussion they provided us with our timber-management 
program, which we call our bible. 

We have just finished our 10th year of operation under this plan, and we have 
found it more than satisfactory. It has, indeed, been more than a lifesaver for us 
It has also served as a demonstration of proper management to many other small 
timberland owners all over the valley. We are especially proud that two other 
andowners in our own county have professional foresters now working out a 
plan for them to follow. 

We firmly believe, without the technical advice and guidance and the encourage 
ment that the TVA furnished us when we were at the forks of the road we surely 
would not be in business today. We are proud of being able to furnish livelihood 
or approximately 200 families in Wayne County. The experiment has been very 
profitable to us. The Government itself should take satisfaction in their invest- 
ment in the Forestry Department of TVA, since we have paid more taxes in the 

t 5 years than the entire 75,000 acres of timberland cost We will continue to 
help Uncle Sam because our sustained-yield program has put us in business 
to stay. 


STATEMENT OF JOHN M. HoLiapAy, PRESIDENT, KEEP 
ASSOCIATION, CAMDEN, TENN 


My name is John M, Holladay, president of Keep Tennessee Green Association, 


a nonprofit citizens organization dedicated to the preservation aud restoration 


f Tennessee's forest and soil resources, affiliated with the Tennessee Conserva- 
tion League, and cooperating with Keep America Green in a N mwide pre 
cram. lama former county judge of Benton County, Tenn 

TVA has helped Keep Tennessee Green Association in an advisory capacity ; 
and by means of demonstrations, educational programs, etc., has helped in our 
program to educate our people to the necessity f preserving and restoring our 
natural resources; and TVA has also assisted in our organization work, 

In my own county of Benton the TVA program has paid off. With some 150,000 
acres of forest and woodland, we had an average of 10 percent annually burned, 
und damaged or destroyed many thousands of dollars worth of timber each year. 
That was before fire protection in 1947. Now forest fires are less often and the 
number of fires and the acreage destroyed annually are significantly less. Benton 
County has had 4,708 acres of land reclaimed; many effective management dem- 
onstrations have been held; and there are now several tree farms in the county. 
TVA forest-development program has really paid off in this county 

Similar activity has been undertaken in many of the counties in the valley, 
possibly with as good or better results 

The Bureau of the Budget recommended $2,377,000 for resource development. 
By committee and House action, this item has been completely eliminated. 

Twenty years ago, on May 18, 1933, the TVA was created by the Congress. 
In that act the responsibilities, duties, and authority of the TVA were clearly 
defined. They included: 

(1) The development and proper use of marginal lands 2) the development 
of the proper method of reforestation of all lands in the drainage basin suitable 
for reforestation: and (3) to contribute to methods of improving agricultural 
conditions in the valley of the drainage basin 

Elimination of these funds means the discontinuance of all activities involv 
ing the foregoing three basic items; this will be a severe blow to TVA and the 
area, and bad for the Nation as a whole. It is a blow at the very heart of TVA, 
not because of the negligible amount of money involved, but because of the 
many benefits the people obtain for the money so expended for su a program. 

This cut will eliminate from TVA the entire program which really i losest 
to the people: the program which costs less and benefits more 
that sets TVA apart from the usual power-producing agency as 

Included in the resource development category are such things as forestr 
management program; reservoir development program which includes fish and 
vildlife operations and recreational development; the topographic mapping 
service, which for the first time in the history of the area is providing adequate 
land maps; and practically all of the agricultural development work 

In cutting out these phases of TVA operation, the concept of developing the 
region’s resources through coordinated programs is completely destroyed 

Under the program, TVA has contributed much to reforestation or the area; 
it has encouraged farmers to plant submarginal and barren lands and thereby 
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help to replenish the Nation’s rapidly diminishing supply of timber; and 
participated in the replanting of cutover land formerly growing timber. Ur: 
the program millions of seedlings have been set out in the valley. The y 
of this program will be vital to the welfare of future generations 

The amount of funds requested for this purpose is only a drop in the bucket 
when compared to the budget requirements of the Government. While we 
doing a lot for our friends on foreign lands, let us not forget to do a lit 
something for our own people too. 

I earnestly implore you to- restore this small cut that means so much to tl 
area and its people. 


STATEMENTS CONCERNING THE Neeps For Forestry FUNDS IN THE REsOt 
DEVELOPEMENT ITEM OF THE TENNESSEE VALLEY AUTHORITY APPROPRIATION 


I, Julien C. Miller of Paducah, Ky., am chairman of the forest resources c 
mittee of the West Kentucky Development Association. This committee, col 
posed of civic leaders in western Kentucky, has been formed for the purpose 
fully developing the forest resources and timber industry potential of our ars 

The TVA Division of Forestry has been of considerable help to us in our wor! 
They have provided us with an analysis of our present and potential resouw 
conditions—an analysis which provides us with information to gain the supp 
of the people in our area. They have helped us determine a plan of action t 
implement our program. Their cooperative programs are aimed at our goals 

The reforestation program helps landowners reclaim 500-1000 acres of idl 
land each vear in western Kentucky. 

The farm woodland management demonstrations have served to inspire othe 
landowners to practice management. 

The sawmill conferences developed by TVA have acquainted our timber 
dustry with efficient operating methods which will assist us in maintaining timber 
supplies. As a former package veneer manufacturer, I feel that this effort on t! 
part of TVA to sell the industry on forestry is the best approach yet developed 
by any forestry agency. 

TVA’s forestry activities in western Kentucky should make it clear to anyon 
that TVA follows the resource development ideas advanced by President Fiser 
hower. In all of these programs, results are achieved through the cooperative 
effort of Federal agencies, State agencies, county agencies, locally organized 
groups, and private citizens. 

We people in west Kentucky believe that “education through demonstratior 
is the answer to the proponents of all-out regulation of forest practices. 


STATEMENT CONCERNING THE NEED FoR Forestry FUNDS IN THE Resourc! 
DEVELOPMENT ITEM OF THE TENNESSEE VALLEY AUTHORITY APPROPRIATION, 
CHARLES R. Page, JR. 


My name is Charles R. Page, Jr. I reside at 415 Friar Road, Chattanoog 
Tenn. Iama forest landowner and a professional forester, having completed u 
dergraduate work in forestry at New York State of Forestry and graduate work 
toward M. F. degree at Ohio State. 

I have been engaged in fcrestry work during my entire professional care¢ 
Since September 1951, I have been engaged in private consulting forestry with 
headquarters in Chattanooga. I provide services to timberland owners that 
include preparing timber inventories and appraisals and developing specifi 
management techniques for the improvement of timberlands; managing timbe 
harvesting operations; preparing, executing, and supervising timber sales; «: 
veloping, executing, and supervising forest fire protection to individual pro] 
erties; searching out markets and encouraging timber marketing in line with 
developed forest management plans; surveying and mapping forest propertie 
and providing tree planting services. I employ four foresters to assist me t 
render these services. 

I understand that Mr. John Bradley, southern timber management servic: 
Birmingham, Ala., representing consulting foresters in the region, has issu¢ 
a statement setting forth reasons why we, as a group, urge that the forest 
funds in the TVA resource development item be restored. 

The point I wish to make is that forest resource survey data obtained, analyze 
and made available by TVA has enabled the people of this region to make 
telligent decisions regarding the development and use of their timber. 





SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 359 


Before the Tennessee Valley Authority was created, our people literally “could 
not see the forests for the trees.” Although more than half of the region sup- 
ported some form of tree growth, virtually no one realized this vast area of 
land could be put into continuous production of goods for man’s use and 
comfort. The job has by no means been completed, but seeds have been sown 
and ideas implanted. Here and there are evidences that a region is awakening 
to possibilities afforded through wise application of good forestry and con 
servation measures. A new concept of timber growing as a business is replacing 
the once universal concept of timber exploitation and devastation. Wood-using 
ndustries are now concerning themselves with new methods of reducing waste 
and improving manufacturing efficiency. 

The TVA approach is one of faith in the people. It believes that when people 
are given the facts in a situation, they are able to make wise decisions. 

Under our democratic way of life, which we believe brings sure and lasting 
results, even though its processes are often slow and somewhat cumbersome, 
there appears to be no easy or quick solution to the problem of reso . Prog 
ress begins when a vigorous and sustained attack is directed vard the source 
of the problem; if corrective efforts ignore the source he problem is usually 
compounded. Permanent progress in conservation, or in any other enterprise of 
1 democracy, can be accomplished only with the intelligent support and the 
constructive participation of a majority of its people fo achieve this through 
citizen initiative rather than by coercion is our problem, and ould be our 
goal. 

An example of which I am familiar of the TVA method of approach concerns 
an extensive tract of timberland near Chattanooga, Tenn A group of New York 
businessmen interested in investing money in timber properties employed a 
representative to investigate tracts of land in five Southern States. The 25,000 
acre tract of land near Chattanooga was one of those considered. The New York 
representative, after a study of available resource and forest management de! 
onstration material provided by TVA, discussed management possibilities with a 
private citizen who with TVA’s assistance had developed a management program 
for his 18,000-acre woodlands. This discussion, along with the results of an 
appraisal of the land’s present and potential possibilities, culminated in the 
purchase of these lands and the subsequent adoption of a detailed plan of forest 
management. 

Another example can be cited in the $49 million paper plant being constructed 
in Calhoun, Tenn., by the Bowaters Southern Paper Corp. The location of this 
plant was strongly influenced by the assurance that an adequate supply of raw 
material, pulpwood, would be available for a successful operation of the plant. 
This assurance resulted from the discussions with TVA foresters, supplemented 
by resource data and the investigations made by the TVA Division of Forestry 
Relations. Another deciding factor was the widespread interest in reforesta- 
tion as manifested by past and present tree planting results of some 275,000 acres. 

I can cite numerous other cases of the value of TVA data and information, 
such as localized volume tables which give accurately the board foot of trees in 
this area; standard techniques of timber inventory which I have adopted in my 
consulting forestry business; analysis of trends in forest management; lists of 
forest landowners and wood-using industries; timber treating techniques; and 
procedure for thinning pine plantations. Other groups have found of value these 
publications, as well as additional ones, including statistical data on forest fire 
occurrence, causes, and acreage burned; analysis of various forest products 
industries; information on drying of lumber, and grading of hardwood lumber 
and logs; statistical data of forest resources by Valley counties; analysis of op 
erating and managing small sawmills; methods of controlling insects and dis 
eases; and many others 

I trust that this committee will appreciate the continued need in the Valley 
for study, analysis, and publication of forest resource data, and will restore the 
appropriation for the TVA Division of Forestry Relations which was removed 
under H. R. 5690. 


STATEMENT CONCERNING THE Ne&ED FOR Forestry FUNDS IN THE Resot 
DEVELOPMENT ITEM OF THE TENNESSEE VALLEY AUTHORITY APPROPRIATION 


I am A. L. Dyer, owner of the Dyer Lumber Co., Inc., Trenton, Ga. I wish to 
take this means of expressing my views on why the forest resource development 
appropriation should be restored. 
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First. to identify my interests in the forest resource development progra 
am inserting the following advertisement published in the Dade County ‘1 
dated January 29, 1948: 


‘A MESSAGE TO THE FARMERS IN DADE COUNTY 


“T have lived here with you since 1931. Throughout the 17 years since 
I have largely depended upon the forests in the county for my living, for as 1 
of you know, I am in the lumber business. I buy logs and lumber, and opera 
sawmill, planer, and lumberyard. 

“Even before coming to this county to live, IT was in the sawmilling busine 
As a young man I milled with my father, and later owned my own operation 
south Alabama. 

“In those days when a millman cut the timber in one locality, he could alw 
move on to another timber tract, and then to another. Good timber was plent 
then. No one ever thought about future cutting on the same area. There w 
too much timber elsewhere. In those days the idea prevailed that our timbe 
was inexhaustible 

“During my lifetime people have come to realize that timber is exhaustibl 
that heavy cutting too often so harms the ability of the forest to grow wood tha 
profitable cuttings are postponed far into the future. While realizing that « 
timber supply can be depleted almost to the vanishing point, we have at the 
same time learned that in our forests we have a renewable source. Coal 
mined, is gone forever; but woods, cut properly, replace themselves. I persona 
vouch for that. There are tracts of timber in southern Alabama that I cut befor 
1931 that have since had 1 and 2 mill operations. 

“More than anything else, my years in the lumber business have shown m 
that trees, while taking longer to mature, can be harvested as we harvest othe 
crops. In fact, raising trees has an advantage over growing ordinary crops 
Woodlands can renew and tend themselves. Why shouldn't we recognize our 
woods as another farm crop and take the proper steps to manage them? I fe 
very deeply that we should. Surely a crop supporting an industry ranking second 
to the agricultural industry in dollar value and amount of income to the people 
deserves better management than it has received. 

“Federal, State, and private foresters have the answers to our woodland man 
agement problems. In visits with them I have often been told of the money 
making advantages to the owner of selective ‘cutting’ a timber stand. Having 
given the matter much thought and study, I take the occasion of this farmers 
edition to heartily indorse this method of cutting to all forest owners in Dac 
County. Selective cutting is harvesting trees that have reached maximum siz 
leaving for later harvests those that are still growing. We don’t market pigs 
before they are fnlly grown. Why cut and sell timber before it is mature? 

“Logs from trees that have had a chance to mature bring the most money t 
the seller. They are more in demand by the buyer. Selective cutting will help 
you have an annual income from your woodland, will help me by assuring a con 
tinued supply of good logs, and will help all of us restore and improve our timb: 
resources. I will buy one or more truck loads of logs anywhere in my territory 

“All of us have recognized and assumed the responsibility for preventing fo 
est fires. Let’s take another step forward and practice selective cutting. 

“Dyer Lumrer Co 
“A. L. DYER.” 


During the past 10 years I have become more and more convinced that a good 
portion of this area’s economy is dependent upon the forests, To develop the! 
people must first be educated as to their value and potentialities. With assist 
ance from the TVA Division of Forestry Relations, a good start has been mac 
To cite some examples I wish to mention forest fire protection, farm woodlar 
management, reforestation, and assistance to sawmill operators in developing 
a more efficient operation. 

Prior to 1942 Dade County, which is 80 percent forested, had burned over at 
nually. Although State protection had been available for a number of years 
citizens of the county were not interested to the extent of providing their share 
of the fire budget. The TVA Division of Forestry Relations began a program to 
acquaint the county with the value of the forest, the damage resulting fror 
fires, and how a protection program could be secured. Movie lecture programs 
newspaper articles, posters, talks, and personal contacts were used in carryi! 
out the educational program. Thé results were that within 1 year from the start 
of this program the county contracted with the State for.forest fire protection 


ad 
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in 1942 Organized protection is now 8 years old and is a ted by ail land 
owners as a necessity. 

Like forest-fire protection, reforestation has made tremendous advancement 
as the result of TVA promotion. Ten years ago, tree planting was an unheard 
of activity. Now there are hundreds of acres of young pine forests that h: 
been planted on eroded hillsides by small landowners who otherwise would 
have done so had they not received the encouragement provided by TVA. 

The serious problem of farm woodland 1 agement also is being solved 
through TVA’s educational approach Examples of sound farm woodland man 
agement have been established throughout this area to show others just how 
the job shouid be done and to show what can be expected from such management 
During my lifetime in the lumber business, had never come in contact witl 
a timberland owner who mentioned selective cutting until began operating 
within the Tennessee Valley area In my working circle, there are now a large 
number of timberland owners who harvest their timber on a sustained-yield basis 

If this approach of educating the timberland owners in better forestry prac 
tices by method of showing or demonstrating is allowed to continued, I an 
certain that there will never be a timber shortage I believe this to the extent 
that I have reinvested my profits in the lumber business with the hope of estal 
lishing a permanent operation 

A fourth activity in which the TVA Division of Forestry Relations has en; 
is that of assisting the numerous small sawmill operators to develop a mort 
efficient operation. Much valuable lumber is often lost as a result of improper 
sawing, seasoning, remanufacturing, ete. Too many small immature trees 
are often cut that should be left for additional growth Again the educational 
approach through demonstration was used. Sawmill conferences and, more 
recently, logging conferences have been held in which the various aspects o doing 
a better job were discussed Information for these discussions was obtained 
by TVA from on-the-ground studies of sawmill and logging operations. It was 
presented in a manner that could easily be understood and used by any operator. 
Such an endeavor as this will go a long way toward restoring our heavily 
overcut forests. 

For these reasons and many others that I have n entioned, I sincerely hope 
the TVA forest resource funds will be restored. I am wholeheartedly in favor 
of reducing the cost of Government, but it is inconceivable that such economy 
needs to abolish 20 years of public service that the TVA Division of Forest: 
Relations has provided the people of the valley in forest resource development 


STATEMENT CONCERNING THE NEEDS FOR ForestTrY FUNDS IN THE Resource Dt 
VELOPMENT ITEM OF THE TENNESSEE VALLEY AUTHORITY APPROPRIATION 


I, John Lovett, of Benton, Ky., am a member of the law fir f Lovett, Lovett 
& Lovett. As a private citizen of Marshall County, I am a member of the 
Forest Resources Committee of the West Kentucky Development Association. 
Our chairman, Mr. Julien C. Miller, has prepared a statement for the organiza- 
tion. As a civic-minded resident of Marshall County, I have seen the TVA 
program in action. 

TVA, working with and through State and local groups, has helped put our 
Marshall County forests back on the road to full productivity. The management 
demonstrations have encouraged landowners to practice forestry. The sawmill 
conferences are helping to bring about better cutting practices on the part of 
our mill operators. The reforestation program yearly reclaims 100 or more 
acres of our idle land. 

I sincerely believe that this cooperative “education through demonstration” 
approach to better forestry is the ideal method of achieving development results 
I hope the Senate will see fit to continue this outstanding development program. 


THE COPPER NAPHTHENATI 
Washington 5, D 
Mr. WALTER MYERS, 
Secretary, Forest Farmers Association, 
Washington, D. C. 

Dear Str: The Copper Naphthenate Institute is alarmed at the prospective 
curtailment of the excellent, constructive work that has been carried on by the 
TVA Forestry Relations Division. 





362 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


As manufacturers of chemicals used in certain wood preservatives, our mem- 
bers have been in a peculiarly good position to evaluate the efforts of the Forestry 
Relations Division and to see how their program has helped various State 
agricultural experiment stations, extension services and forestry departments 

In pointing the way to the better utilization of wood on the farm, the Forestry 
Relations Division has conducted a logical and comprehensive test program, 
supplemented by many local demonstrations to show the farmers how to make 
the best use of their wood resources, including low-cost-preservative treatments 
that make fence posts and other farm lumber and timbers last four or five times 
longer. 

The technical data and field experience that is in the process of being accumu 
lated in this program has been made freely available to educational institutions, 
other branches of the Government and to industry. To discontinue this work at 
the present point would, in our opinion, be to discard an extremely valuablk 
service that has contributed immeasurably to the economic welfare not only of 
the region served directly by the Forestry Relations Division, but also in many 
States where this intelligent research has been utilized to such good advantage 

Industrial, academie and Government laboratories are making continuing 
studies of effective treatments to combat rot and termite attack in wood. The 
function of the Forestry Relations Division in this field might be likened to 
that of a pilot plant where actual large scale experience is gained under con 
trolled conditions. The benefit of this experience, we repeat, has apparently 
been enjoyed impartially by industry, State educational institutions, and other 
Federal Government agencies. 

We believe that reforestation and the conservation of our timber resources 
through better utilization of wood are goals that should be weighed thoughtfully 
by the Senate Appropriations Committee before withdrawing support from the 
TVA Forestry Relations Division. This is one of the best integrated, capably 
administered projects we have been privileged to observe. We feel strongly that 
to abandon this program now would be a genuine disservice to the farmer, 
industry and the many State institutions that have looked to the TVA Forestry 
Relations Division for guidance. 

Sincerly yours, 
Tne Copper NAPHTHENATE INSTITUTE, 
Ropert F. Martin, E.recutive Secretary. 


BoWATERS SOUTHERN Paper Corp., 
Calhoun, Tenn., June 19, 1958. 
Mr. Don P, JOHNSTON, 
President, the American Forestry Association, 
Washington 6, D. C. 

Dear Mr. JoHNSTON: We are advised that you are to represent the American 
Forestry Association at a forthcoming hearing before the Senate Appropriations 
Committee in connection with the committee’s consideration of appropriations 
for regional development activities by the Tennessee Valley Authority. Further, 
it is understood that you will recommend to the committee the continuation of 
TVA’s forestry activities. 

It is entirely fitting that the American Forestry Association represent the 
interests of the wood utilization industries in this matter, as your membership 
comprises the majority of those individuals who are actively concerned with the 
raw material requirements of the paper, lumber, and other wood industries 
The purpose of this letter is merely to express the viewpoint of one such industry 
in the present situation. 

As a manufacturer of newsprint and pulp, we cannot expect direct assistance 
from TVA or any other Government agency to further our individual interests 
Any private enterprise must necessarily expect to manage its privately owned 
forests on its own initiative and independent of any public assistance. How- 
ever, the paper and lumber industries of this area are in no sense self-sufficient, 
in that less than 25 percent of the forest land in the South is owned by such 
industries. Approximately two-thirds of all commercial forest land is owned 
by farmers and other small landowners. The sale of wood produced on these 
small holdings provides the bulk of industry’s requirements and the proceeds of 
such sales are a significant item in total farm income. 

While private industry can and should maintain the productivity of its own 
forests, the small landowner is in no position to do so without professional 
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assistance. In the South as a whole, such aids to the farmer-owner are pro- 
vided jointly by industrial and State forestry activities. A major contribution 
of the State agencies is their nursery programs, providing seedlings to the 
jandowners to assure trees for the future. 

In the Tennessee Valley area, the TVA Forestry Division has been the most 
active and successful agency in providing the millions of seedlings needed by 
small landowners. During the past year the TVA nursery produced 26 million 
seedlings as compared with 5 million produced by the Tennessee State Nursery 

TVA’s seedling production last year did not meet demands. Local landowners 
are counting on the current crop of nearly 30 million seedlings now being raised 
in the TVA nursery. Abandonment of this nursery will not only be an appalling 
waste, but will practically eliminate planting programs in this area for the 
1952-53 season. The loss of TVA seedlings cannot b eplaced from any 
source, lk urther, the State nursery will be unable to increase its seedling ] 
duction to meet local demands until and unless addition funds are provided 
by the legislature. kxven with the most strenuous efforts by the State legisla 
ture and its own forestry division, it is estimated that the State nursery could 
not possibly be expanded to meet local requirements before the 1955-56 planting 
season, 

If it is determined that continued TVA activity in this field is not in the public 
interest, it is our opinion that such curtailment should be made on a planned 
basis to enable the several State agencies concerned to expand their programs 
proportionately. Seedlings for the coming planting season are already in the 
nursery beds. The expansion of nursery programs involving seed collection, 
bed preparation, and distribution for planting, takes considerable time and 
coordinated effort. Therefore, the abrupt elimination of the TVA forestry 
program would be detrimental to the interests of the farmer-owners of woodlots 
and secondarily, detrimental to the wood industries which depend on such 
woodlots for raw materials. 

Aside from their nursery program, it is our opinion that the TVA Forestry 
Division has done a remarkab job of forestry management on their own lands 
The effectiveness of their educational program among the local landowners is 
also readily apparent. If these activities are to be curtailed or eliminated, the 
best interests of the public will be served by providing for an orde rly and gradual 
reduction of activity ; rather than by an abrupt termination, which would throw 
away the benefits of past programs. In the contacts that we have had with 
representatives of the TVA Forestry Division, we have been favorably impressed 
with the technical competence of their personnel and the efficiency of their 
operations. 

We trust that an expression of one company’s viewpoint is of some value to 
you in the current situation. We are confident that your organization is « 
nently qualified to present an objective and professior ap sal of TVA for 
estry activities to the Senate committee 

Very truly yours, 
BowATEeRS SOUTHERN PAPER Cor 


K. O. ELDERKIN, General Manage 


Gorpon LumMeer Co., 
Asheville, N. C., June 22, 1953. 
Senator LEVERETT SALTONSTALL, 
Senate Office Building, 


Washington, D.C. 


STATEMENT CONCERNING NEED FOR FORESTRY FUNDS IN RESOURCE DEVELOPMENT ITEM 
IN TVA APPROPRIATION 


Dream Sirk: It is with regret that we learn of the complete elimination of 
resource development funds from H. R. 5690 in which is included the TVA 
appropriation. 

We here in the Tennessee Valley are convinced that the resource development 
work of TVA is noncontroversial, and has been very effective in helping to solve 
some of our serious problems in conservation of natural resources. 

In 2 fields with which I am familiar this program has been particularly 
effective. In reforestation TVA has made available to the valley States the 
facilities of their 2 nurseries without which the States could not have begun 
to make acceptable progress in the planting of abandoned agricultural land. 
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In spite of the progress made to date this program will need another 10 years 
or more to reach a reasonable level of completion. 

Our lumber industry in the southern Appalachians is made np of many 
thousand small producers. TVA has assembled statistical information hereto 
fore not available on conditions with respect to available timber supplies, manu 
facturing methods, markets, etc., and has effectively placed this information 
into the hands of these small-sawmill operators. This is the first time that 
any agency has concerned themselves with these small operators, yet in the 
aggregate they produce about 85 percent of the lumber in this region. 

May I respectfully urge that your committee give careful consideration to 
the restoration of this program when the TVA appropriation is before you 

Very truly yours, 
GORDON LUMBER Co., IN« 
RicHArD A. Woop, 
Vice President. 


” 


COOPERATIVE FORESTRY PROGRAM 


Mr. Pererson. In addition to that, I should like to make several 
remarks concerning the cooperative forestry program in which we 
have been engaged with the TVA Forestry Relations Department. | 
might say at the outset that the States in the area have not = 
entire ly upon TVA to do the forestry work that is necessary. As : 
result of TVA’s activities, there has been considerable progress. * 
fact, it is progress beyond anything we dreamed of years ago made 
in the States in promoting forestry. 

In Tennessee, for eXi unple, 20 years ago at the beginning of TVA 
we expended 57,000 a year for forestry. Last year we expended 
$597,000. The recent legislature appropriated $650,000 for forestry. 
That progress has been true in other States even to a greater degree. 

In fire control we have carried on cooperative projects with TVA 
that have not only statewide or valleywide significance, but they have 
significance throughout the country. Those projects, some of them 
are under way at the present time. Some of them are half completed. 
If the work of the Forestry Relations Division is discontinued, they 
will remain hanging fire. 

TVA NURSERY 


In reforestation there are between 30 and 40 million seedling trees in 
the TVA nursery. There is one of those nurseries located in the 
State of Tennesseee. We have no funds with which to take over the 
operation of this nursery at the present time. Our legislature ré 
cently adjourned. It will be 2 years before we have another session, 
and we could not even request funds until that time. 

In forestry management the TVA has carried on a program in co 
operation with the States that has resulted in a tremendous increase 
in interest on the part of landowners in proper forest management 
This is attested to by the increase in the number of tree farmers in 
the States in the valley. 

Now, as a final observation, I should like to remark that working 
with TVA has been an inspiration to me to see the manner in which 
the forces of the Federal Government, that is, the resources of the 
Federal Government, State, and the counties, and the owners of forest 
lands, and the public at large, could be harnessed as a team to accom 
plish something here that we otherwise would not have been able to 
accomplish. 

Senator Huy. I would like to ask the question that Senator Gore 
asked your predecessor witness. Suppose you state it, Senator Gore. 





SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 365 


Senator Gore. I inquired what, in the opinion of the other gentle- 
man, and he referred to you, would happen to these 24 million seed- 
lings, and the thousands of acres of forestry land, if this program 
should be eliminated completely ¢ 

Mr. Anperson. So far as the seedlings are concerned, those seed- 
lings need attention every day. Somebody has to look after them, or 
they will be a total loss. 

Senator Dworsuak. Does that complete your statement ? 

Mr. Anprerson. Yes. 

Senator Dworsnak. Thank you. Iam advised that the remaining 
witness will be willing to appear following the Senators at 3:30 this 
afternoon. 

aa itor Hii. That is Mr. Faust and Mr. Bradley, and the Congress 

F Industrial Organizations. You will hear them at 3:30, a d you 
vil hear the Senators and | hope ever vbody else will come back. 

Senator Kerauver. M: ay I ask the indulge ‘nce of the committee just 
a minute ¢ 

Mr. Chairman, here today there are quite a number of mayors 
farmers, heads of rural electric cooperatives, and interested people who 
have paid their own way because they are interested, and many of them 
would be glad to testify and would like to, but they appreciate the 
situation here, so IT would just like to ask you, Mr. C hairman, if any of 
them could not come back this afternoon and have their names put in 
the record either now or later this afternoon. 

Senator Dworsuak. Yes, and they could attend the hearing at 3: 30. 

Senator Hiti. Mr. Chairman, we hope they will all come ba Kc a 
if they do not, we will ask for consent that all who did not come, that 
their names and positions appear in the record. 

Senator DworsHak. Without ob jection that may be done. 

The committee will recess until 2 o’clock to hear representatives of 
the Veterans’ Administration. 

(Thereupon at 1:20 p. m., a recess was taken until 2 p. m., the same 
aay.) 


AFTER RECESS 


THe AMERICAN LEGION 


STATEMENTS OF MILES D. KENNEDY, DIRECTOR, NATIONAL LEGIS- 
LATIVE COMMISSION ; CHARLES W. STEVENS, ASSISTANT DIREC- 
TOR, NATIONAL REHABILITATION COMMISSION, ACCOMPANIED 
BY DR. HYMAN D. SHAPIRO, SENIOR MEDICAL CONSULTANT; 
AND EDWARD McGRAIL, CHIEF OF INFORMATION, NATIONAL 
REHABILITATION COMMISSION 


GENERAL STATEMENT 


Senator MaAYraNnkK (temporar ily presiding). Mr. Kennedy, will you 
come up and proceed in your own way / 

Mr. Kennevy. Mr. Chairman and gentlemen of the subcommittee, 
on behalf of the American Legion I want to thank you for permission 
to be heard before this subcommittee. 

Senator Mayspank. The chairman of this subcommittee had another 
very important engagement today and asked me to tell you to go 
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right ahead. I know he was glad to have you, being a former Legio 
naire, himself. 

Mr. Kennepy. Thank you, Senator Maybank. 

We have a prepared statement, Senator. I have given Mr. Coop: 
copies of it. I appreciate you are up against the time element, and 
it is your wish, we would be happy to submit it. 

Senator Maypank. Without objection, your statement will be ma 
part of the record. 

(The statement referred to follows :) 


STATEMENT OF MILES D. KeNNepy, Director, NATIONAL LEGISLATIVE COMMIiSsI 
rHeE AMERICAN LEGION 


The opportunity to appear before this distinguished committee on H. R 
is very much appreciated. This is a very important bill. If enacted it 
appropriate the funds for the veterans programs administered by the Vetera 
Administration for the coming fiscal year. Extensive hearings before the s 
committee of the House Appropriations Committee have been held in prepa: 
tion of the bill. House Report 550 furnishes explanatory notes of the amount 
suggested, curtailments or reductions made, and legislative changes propose 

For the past 5 or 6 years the American Legion has made studies of the anm 
requests for appropriations for the Veterans’ Administration. This has bee 
done in the interest of ascertaining the adequacy of funds to carry on the esse1 
tial programs for veterans in the post-World War II period and with respect 
the new group of veterans coming out of the Korean hostilities. 

Immediately upon receipt of a copy of the budget of the United States G 
ernment for fiscal year ending June 30, 1954, which was submitted to the Cor 
gress on January 9, 1953, we again entered into an analytical reading of wl 
was recommended for the statutory benefits and also for administration, medic 
hospital, and domiciliary services. Before hearings were held on that budg 
a request Was made for a reexamination and revision and the new figures to b 
returned by March 2, 1953. This step, coupled with publicity on the need f 
drastic reductions in expenditures in order to balance the budget, alerted 
organization to what might ensue with reference to veterans programs. 

Requests were made of the Director of the Bureau of the Budget as to wl 
might be contemplated in regard to VA funds. The appropriation requests f 
other independent agencies were studied and disposed of first It was not 
the afternoon of May 20, 1955, that our legislative and rehabilitation diré 
were furnished a copy of the revised figures. 

Prior to this, speeches were made on the floor of the House of Represent 
on April 1 and 2, which gave indication of what was being planned in the sube 
mittee of the House Committee on Appropriations with reference to reductior 
in funds and restrictions in benefits. A commentary on pertinent excerpts fro 
these speeches was prepared and put out by the American Legion April 1 
1953. Copies were made available to every Member of the House of Represen 
tives, 

Investigations were conducted by the General Accounting Office and its rey 
made available to the House Committees on Veterans’ Affairs and Appropr 
tions. A subcommittee of the House Veterans’ Committee surveyed throug 
questionnaire all VA hospitals as to the patient load, personnel situation, clo 
of beds, and funds required to operate on a fee basis. 

The national commander of the American Legion appeared before the Hou 
Subcommittee on Appropriations March 19, presented his views on the minimn 
rejuirements for veterans programs for the coming year, submitted suggesti 
as to improved service and economies in VA operations, and filed copies of ré 
ports of surveys of hospitalized veterans in a number of VA hospitals conducte 
by the American Legion. 

Finally, in the week of May 25, officials of the Veterans’ Administrati: 
were heard by the Appropriations subcommittee. Printed copies of those hea 
ings were made available Monday, June 8. The American Legion has careft 
gone over the questions asked, responses given, and the data furnished at the 
hearings. 

it should be pointed out that in its campaign of information on the VA budget 
the American Legion advocated the sum of $921,100,000 as the minimum ré 
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quired by the Veterans’ Administration for administration, medical, hospital, 
and domiciliary services for fiscal 1954. We did this because the record showed 
that the original VA estimate submitted to the Bureau of the Budget for 1954 
for these purposes was $985,525,000. We felt that a $64,000,000 cut below the 
Administrator’s estimate brought the amount down to a minimum. In the revi 
sion called for by the Budget Bureau the Veterans’ Administration revised its 
former estimate to the figure of $936,232,000. The final Eisenhower budget which 
came out May 20 was for $851,350,000, for the purposes named above 

The hearings and testimony by VA officials produced extensive information in 
respect to medical, hospital, and domiciliary services After carefully going 
over these and the testimony with reference to other VA programs, the American 
Legion supports the sum of $895,710,600 for administration, medical, hospital, 
and domiciliary services for the coming fiscal year, as approved by the House 
on June 18, 1953, in lieu of the $921,100,000 previously advocated We gather 
from the testimony that the VA officials feel confident that if this amount of 
funds is appropriated they can carry on the programs assigned to the agency 
in a satisfactory manner 

With reference to the reduction in fixed benefits, the American Legion is con 
cerned over the curtailment in the amount for compensation and pensions. It is 
recognized that these are fixed benefits and that if the amount now appearing in 
H. R. 5690 is not sufficient Congress will make up the deficiency later in the fiscal 
year. That has been been the customary practice in the past. However, we must 
point out some of the thinking and suggestions which apparently underlie the pro 
posed cut of $300,000,000 in this account. We refer to a special investigative re 
port appearing on pages 784 to 802 of part I of Hearings on the Second Independ 
ent Offices Appropriation for 1054 On the top of page 7S8 will be found a 
suiumary of potential savings in three categories: 

1. Curtailment of the permanent and total non-service-connected pensions by 
30 percent. 

2. Eliminating one-third of the 10 and 20 percent service-connected disability 
compensation payments 
3. Review of static cases and general tightening of rating philosophy. 

Moreover, a challenge is made in this report to the basic lidity of 
schedule for disability rating This is a schedule whicl ongress approved by 
Public Law 458, 78th Congress. Although ass es h » been given that no 
directive will proceed to the Veterans’ Adiinistra i to folloy hese suggestions, 
the American Legion recognizes the possibility of the logical effect of this 
special report upon the VA rating operations ind u m the laims of disabled 
veterans throughout the countr The accredited 1 itatives of this o1 
ganization do not advocate unworthy claims 

At the same time we shall stand guard against an hasty proposals. In 
vestigators, looking only for dollar savings, and without experience in, or know! 
edge of, handling claims of the disabled may undermine or tear down the rat 
machinery and policy which have been built up through tl 
of the United States Congress, the Veterans’ Admini 
veterandom since the early years after World War I. 

There is one feature of this bill which is most challenging 
tempt or proposal to legislate changes in basic laws pert in 
means of riders to an appropriation bill. The American Legion believes 
fundamental principle that basic laws and amendments t 
ated by or referred to and acted upon by the appropriate standing legislative 


committees of this Congress. n saying this we are mindful that there are laws 


hereto should 


on the books of the land with reference to veterans which came into being as 
titles to revenue and appropriation bills. We refer particularly to the National 
Service Life Insurance Act, which was title VI to Public ‘ SO1, 76th Cor 

gress, an act to provide revenue. This was approve ctober &, 1940. No 
hearings pertaining to this were held by the House Committee on Veterans’ 
Affairs before it was adopted. After the law had been in operation for some 
time and defects showed up then amendments were proposed or hich hearings 
were held and the law was perfected. 

Another important piece of legislation pertaining to veterans is Public Law 
141 of the 73d Congress. This had the etfe P restoring much of the damage 
done by the Economy Act of 1933. It was title III of the Independent Offices 
Appropriation Act of 1955. However, in this instance extensive hearings wer 
held before a subcommittee of the Senate Committee on Appropriations, w 
the result that the Senate offered an amendment to the independent offices appr« 


35308—53——24 
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priation bill for 1935 which became title III of Public Law 141. It was at that 
hearing that the position of the American Legion with reference to the hos 
pitalization of the so-called non-service-connected disabled veterans was thor- 
oughly expounded by the then national commander, Edward A. Hayes. 

The House of Representatives removed the controversial proposal amending 
the basic law (sec. 6, Public Law 2, 73d Cong., as amended by Public Law 312 
74th Cong.) before passing this bill on June 18. We have been officially notifi 
by Congressman Bernard W. (Pat) Kearney, chairman of the Subcommittee « 
Hospitals of the House Veterans’ Affairs Committee, that his subcommittee has 
scheduled hearings on the general question of hospitalizaion entitlement 
veterans to open on July 8, 1953 

I would like to submit to this committee that the American Legion believ« 
in the fundamental law establishing a veterans’ hospitalization program. W 
have heard the charges and publicity that in respect to the short-term genera 
medical and surgical cases there have been extensive abuses of the privilege. We 
are trying to find out the facts. To date we have conducted surveys of hos 
pitalized veterans in 17 VA hospitals. We have interviewed patients at thei 
bedside They are under no compulsion to answer, but most of them have 
voluntarily given the information on how they came to apply to the Veterans 
Administration, what they had spent for private medical and hospital car 
before coming, and the type of disability. Compilation of the findings of thes 
surveys show 2,674 veterans interviewed, and they report that they spent 
$1,309,800 of their own and used health-insurance coverage before applying to 
and entering the VA hospital. Our findings thus far do not corroborate the 
charges made by the American Medical Association and other groups that there 
is flagrant violation of this privilege. 

However, there may well be a percentage of error in this program. Some 19 
years ago the American Legion stated it did not want these beds occupied by 
non-service-connected disabled veterans who are financially able to provide 
themselves such care in private institutions, We have initiated steps to tighten 
the administrative procedures. The penalty clause on the application form 
has been transferred from the reverse side to immediately under the applicant 
signature. The Deputy Administrator and Chief Medical Director of the Veter 
ans’ Administration have issued three-pointed directives on the processing of 
these applications and stressing the importance of the sworn statement of the 
applicant as to inability to pay. The American Legion is conducting fact-findin 
surveys to ascertain the extent of infringements. We gladly join with Congress 
with the Veterans’ Administration, with the doctors of the country, and with 
the veterans in taking administrative steps to make the operation of this law as 
foolproof as possible. Attached hereto marked “Exhibit A” is a statement 
setting forth four steps recommended by the American Legion that will serve t 
strengthening the procedures with respect to this privilege. We invite the appre 
priate committees of Congress to join in effectuating these recommendations 

In this whole discourse about hospitalization it should be recognized that 
Congress has provided that the Veterars’ Administration beds are built primar 
ily for the service-connected disabled veterans for treatment of service-incurred 
disabilities and treatment of other conditions which may or may not be aggravat 
ing such conditions. Moreover, we understand that the privilege of being hos 
pitalized for non-service-incurred conditions rests upon two limitations: 

1. The availability of an appropriate bed. 
2. The inability of the applicant to provide needed hospital care otherwise 

These two limitations, plus a tightening of administrative steps on the part 
of applicants, hometown physicians, service officers, and VA officials can and will 
strengthen procedures under this law without doing violence to the private 
medical and hospital systems of this country or other Federal hospital programs 

We also attach a statement marked “Exhibit B” setting forth proposals the 
American Legion has made to the VA during the last 2 years looking toward more 
effective and economical operation of that agency. 


Exirpeir A 


ADMINISTRATIVE STEPS Bering TAKEN With REFERENCE To ProcessiIne or APPLICA 
rIONS FOR HospiraLt CarE—Forms P-10 


1. Service officers assisting applicants seeking hospitalization at VA hospitals 
explain to them the purposes and limitations of the law granting this privilege, 
stress the order of priority, and the significance of the sworn statement as to 
ability or inability to pay for hospital service. 
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» 


The practicing physician called upon to fill out the medical statement on the 
pplication also has the opportunity and is be t 
ipplicant as to whether or not he should apply to the 

arrange for his care at a private hospital 

3. The people within the Veterans’ Administration 1 have to do wit 
processing of these applications are giving careful attention to each application, 
counseling with each applicant, if his coidition permits, as to 'vhat he has signed 

id the significance of the sworn statement, and are following the instructions 

the Chief Medical Director in seeing that the law and regulations are observed. 
‘his goes for both the clerical help and the doctors who may be called upon to 

gn the medical statements. 

4, Through the process of information furnished by the service officer, the 
family doctor, and the VA people, impress upon each applicant the requirements 
of the law as to ability to pay and the import of his signature and sworn state- 

ent to that effect. 

Mr. T. O. Kraabel, director of the National Rehabilitation Commission of the 
American Legion, says the observance of these four points and a cooperative 
effort on the part of all concerned will assure the administration of the present 
law to the satisfaction of the veterans themselves, the taxpayers, and the Govern- 
nent without the necessity of amending the basic law. 


Exuisit B 
PROPOSALS FOR More ErrectTive AND ECONOMICAL OPERATION OF THE VA 


The American Legion has from time to time proposed the following steps as 
contributing to better operations of the Federal agency handling veterans’ pro- 
grams: 

1. Decentralize authority to handle death compensation, death pension, accrued 
benefits, and burial claims to regional offices. 

It is felt that the regional office that handles Joe Smith's claim would be equally 
well equipped and authorized to handle his widow’s case. Moreover, department 
service officers submit that rating boards in regional offices can take on this load 
with very little, if any, additional personnel. 

There could be considerable reduction in district office staffs handling this 
work at present 

2. Give managers of regional offices and hospitals more authority and latitude 
of judgment in running their offices. 

There are many managers of VA installations in the field who have constructive 
deas born of experience on how, when, and where administrative savings can 
be made. Congressional appropriations committees would do well to 


all some of 
these in and get their stories 


3. Reexamine the need for the present number of assistant directors and assist 
int chiefs of sections or divisions 

t. Define clearly the line of demarcation between policy and staff functions on 
the one hand and actual management and operation on the other 

5. Survey the whole VA system for the purpose of effecting consolidations of 
management and ancillary services in those localities where tl 
VA installations. 

6. Eliminate the Special Services Division as a separate operating division of 
the Veterans’ Administration and return the essential functions for the rehabili- 
tation of hospitalized veterans to the Department of Medicine 


ere are two or more 


and Surgery. 

7. Stress the necessity of a stricter processing of applications for hospital care 
on the part of the so-called non-service-connected, with particular attention to 
the requirements of the law as to the sworn statement on ability to pay. 


Mr. Kennepy. I would, however, like to have your permission to 


make some comments as to 2 or 3 high spots if we might be permitted 
to do so. 

Senator Maysank. Go right ahead, sir, we will be pleased to have 
your comments. 

Mr. Kennepy. While the figures set forth in general as passed by 
the House are acceptable to the American Legion, there are some com- 
ments we would like to make that are not contained in this statement 
which has just been submitted to you. They have to do mainly with the 
item of compensation and pensions. , 
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SPECIAL REPORT ON COMPENSATION AND PENSION PROGRAMS 


We feel that the reduction of $253,709,000 in the fixed benefits « 
compensation and pe yee is significant here because of what = 
in the hearing record, Part I of the House Hearings on Second Ind 
pendent Offices a iations for 1954. On pages 784 to 802 will | 
found chapter III] of a special investigative report dealing with cor 
pensation and pension programs. Therein the following summary ot 

votential savings is offered to effect this reduction : 

It will be seen that the suggestions are that the non ee connect 
permanent and total disability pension be curtailed by 30 perce 
that possibly one-third of 10- ane nt and 20-percent service-conne 
disability compensation payments might be eliminated and that ther 
be a general tightening of rating philosophy. Although there is 
mention of this in the report No. 550 accompanying the appropriatio 
bill H. R. 5690, the psyec hological effect of this investigative saneete 0 
the VA may be greater than anticipated. Moreover, we cannot over 
look the letter of the Director of the Bureau of the Budget dated May 
20, 1953, pages 689-691 of hearings, in which he comments that there 
evidence that. compensation benefit requirements might be substa1 
tially reduced and a review of policies and regulations in these areas 
for the purpose of eliminating abuses and unsound policies will b 
undertaken. 

It will be recognized that, when there is a reduction in the amount 
of statutory and fixed benefits at the beginning of a fiscal year and 
is found that the reduced amount is not sufficient for the full period. 
the Congress has invariably made up the difference through the su 
plementary appropriation toward the end of the fiscal year. 

During the debate in the House on Tuesday, June 16, 1953, the chair 
man of the Appropriations Subcommittee handling the bill argued 
that they would probably have to put back $100 million, implying t that 
proper administration and tightening would realize savings of $20 
million. 

The effect of this type of discussion, the letter of the Director of t! 
Bureau of the Budget of May 20, 1953, and the special investigat 
report will be watched most carefully by American Legion servi 
officers, field representatives, and the National Rehabilitation Con 
mission. 

The claims of service-connected disabled veterans and of perma 
nently and totally disabled veterans from non-service-connected cause 
are based upon a schedule for rating disabilities which has been built 
on scientific studies and experience extending back more than thr 
decades, and a schedule which has the formal endorsement of the Co 
gress, in Public Law 458, 79th Congress. 


HOSPITAL CONSTRUCTION 


We have one other comment, please, with your permission, sir, 01 
the hospital construction. We find the House restored approximately 
$49 million for the construction of 2 1,000 bed NP hospitals at San 
Francisco and Topeka and the addition of 250 NP and TB beds at 
Houston, Tex. There is also included a sufficient sum to liquidate prior 
contract authorizations, 
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Referring again to the letters of the Director of the United States 
Bureau of the. Budget addressed to the Administrator of Veterans’ 
\ ffairs under d: ite of May 20, 1953, we find the following statement on 
page 690, Report of Hearings, Second Independent Offices Appropria- 
tions for 1953 before the Subcommittee of the C ommittee on Appro- 

iations of the House of Representatives, 83d Congress, Ist session, 

art 1: 

Pending a complete reanalysis of hospital situation, construction of all of the 
new hospitals remaining in the postwar construction program, including the 
Cleveland Neuropsychiatric Hospital, for which funds were appropriated in 1953, 
s to be deferred. 

Our fear is that this type of statement by the Director of the Bureau 
of the Budget in defe rring new pea Cedeavad may have the effect of 
! ullify ing the e xpressed 1 intent of the Congress. 

While we are aware that the appropriation for new construction 
contains the phrase normally us or in such language, that is, lines 
2 and 3, page 15 of H. R. 5690, “with the approy il of the President,” 
ve call to your attention the fact that in the past such a provision 

s had the effect of repeated deferrals and finally such deferrals 
have resulted in a denial of construction of hospital beds for which 
funds originally were authorized by the Congress. We hope that such 

situation will not arise with regard to this appropriation as expressed 
n H. R. 5690 adopted by the House June 18, 1953. 

That ends, Mr. Chairman the comment that we had to offer that is 
ot included in the regular statement that you gentlemen have before 
vou. 

Senator Sarronstati. Thank you, Mr. Kennedy. 

Are there any questions of Mr. Kennedy? 


NEW CONSTRUCTION 


Senator Maypank. Yes, Mr. Chairman. I was just going to ask 
Mr. Kennedy about the rather embarrassing situation I found myself 
n in the past few years, as to whether it was best to have the hospital 
properly manned, or whether it is best to build new hospitals. 

Because of the great concern I have had around here as a member 
of the American Legion and Veterans of Foreign Wars, as well as the 
distinguished chairman, I am for new construction, I am not trying 
io stop it. But I believe we should first attempt to have doctors and 
medical care. 

Mr. Kennepy. We have with us, Senator Maybank, Dr. Hyman D. 
Sh: apiro, medical consultant, who has been with us for 26 years and, 
with your permission, I would like to have Dr. Shapiro ask that same 
question. 

Senator Maypanx. We would like to hear Dr. Shapiro. 

Dr. Suapiro. The hospitals mentioned, the NP hospitals, the Cleve- 
land hospital for which funds were voted in supplemental appropria- 
ion for last year, and the two NP hospitals mentioned in the House 
report, are so located that there would be absolutely no difficulty in 
staffing them. 

Senator Maypank. Would you have the money ? 

Dr. Suarmo. It is my understanding that the $555 million which is 
provided in the House appropriations would ts ike care of all hospitals 
that are coming in the present year. In other words, these hospitals 
probably would not bec ompleted for 2 years. 
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Senator Maysanx. But your own testimony was—and I hope t 
chairman will correct me if I am wrong—that you would need mo 
employees to staff the hospitals. That is what I was told. 

Dr. Suaprro. It is my understanding that the $555 million will pro 
vide sufficient moneys to staff all of the beds that are coming in during 
the coming yeal 

Of course, Admiral Boone is here and can so testify. 


PROPER STAFFING OF HOSPITALS 


Senator Maysanx. I did not want to question you or — ra 
Boone, but I understood from the Veterans’ Administration tha 
would have to appropr iate additional funds for additional st affin o 
we are to properly administer the hospitals that are coming in a1 
those that are off. 

Dr. LooNR. After L954, yes, Sl! *; but the $555 million would prov 
for ope ning the closed beds py staffing the new 10 hospitals du 
come in the next year. 

Senator Mayspank. Take care of all the beds you have now? 

Dr. Boonr. Yes, sir. 

Dr. Suapiro. 1 would like to comment further that as far as th 
Topeka Hospital is concerned 

Senator Mayspank. That is a change. 

Dr. Suaprro. That is one of the new hospitals that money has be 
provided for by the House bill. 

Senator SALronstTauLL. Are there any further questions ? 

Mr. Kennepy. I want to make one further comment, Mr. Chairma 

I said at the opening we accepted the ficures as contained 1 
bill as passed by the House in general, but I would like to make a f 
ther comment, that we feel they are really the rockbottom figures 
stated by Admiral Boone when he testified before your committee ar 
also as confirmed by other officials of the Veterans’ Administrat 
We feel that any further cut might result in the repetition of w! 
happened during the fiseal year 1953, when the $31 million cut v 
applied to the Veterans’ Administration especially in the fields 
hospitalization and medical. 

Might I also particularly call the attention of the gentlemen of 
committee to pages 8 and 9 of our statement, especially on page 9 
where we set forth some of ey proposals that our organization 
been making to the Veterans’ Administration, especially during t 
last year and a half or so, ey the way of suggested savings. 

Senator SauronstaLtn. Yes. The Chair has noted those Mr. Kei 
nedy, as well as the members of the committee. 

Are there any further quest ions of Mr. Kennedy ? If not. we tha 
the members of American Legion committee for coming before us. 
Mr. Kennepy. Thank you, Mr. Chairman and gentlemen of 

committee. 


SUGGESTED AMENDMENT 


Senator Maypank. Mr. Chairman, may I say one thing before t 
next witness comes? ‘The Solicitor of the Veterans Bureau, in co 
nection with what you suggested yesterday, has suggested an ame! 
ment, and I will ask unanimous consent that it be printed in the rec: 
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so that when any discussion comes on the amendments it will be 
the hearings. 
Senator SALTONSTALL. Without objection, that will be so ordered 
(The amendment referred to follows:) 


AMENDMENT TO SECTION 7, PuBLIC LAw 610, S5lst CONGRESS 


(Nore.—This could be a separate bill or an item in the priation bill 
H. R. 5690, to be added at the end of line 25, p 

Strike the period at end of section 7, Public Law 610, 8ist Congress, add a 
olon and the following language: 

“Provided further, That under any contract between a State, or any political 
bdivision of a State, and the Veterans’ Administration prov ig for the fur 
nishing of instruction in a course of institutional on-farm or other training under 
part VITI of Veterans Regulation Numbered 1 (a), as amended (Public Law 
346, Seventy-eighth Congress, as amended), liability authorized by this section by 
reason of payments of subsistence allowance which were illegal becaus f 
failure of the veteran or the course to comply with the applica t 
regulatory, or contractual requirements shall not be ap t I 

State, or political subdivision, unless the Administrator 
after investigation, finds that an employee or represen 
political subdivision, conspired with the vete } 
gross negligence in, falsely reporting to the 
eteran was in a proper course of training, 
excessive absences from, or interruption or discontinuan 
training, or not discovering the failure of the veteran to compl) 
ble statutory, regulatory or contractual requirements and not promptl 
s of the veteran. The provisions of this proviso 


minating the course of training f thi i 
3, 1950; but shall not r e repayment of any 


} 


shall be effective as of July 1: 
funds heretofore properly recovered by agreement of the parties to any such 
contract, and shall not be applicable to any other liabilities or agreements 
pursuant to such contract.” 

Senator SaALTonsTaLh. Next we have before us the Veterans of For- 
eign Wars, represented by Mr. Downer. 

We will be glad to hear you on the subject of the Veterans’ Admin- 
istration appropriation. 


VETERANS OF FOREIGN WARS 
STATEMENT OF ADIN M. DOWNER, REPRESENTATIVE 
GENERAL STATEMENT 


Mr. Downer. Thank you, Mr. Chairman and members of the com- 
mittee. We appreciate the privilege of appearing before you to ex 
press our views. 

In beginning I would like to make very brief reference to one fact 
which I think should be kept in mind in viewing the appropriations 
for the Veterans’ Administraton, a fact whch is not true and does not 
exist in connection with any other agency of the Federal Government. 


That is that the appropriations for the Veterans’ Administration have 
been constantly reduced, and from a post-World War II high of 
approximately $7.4 billion or $7.6 billion, down to just over $4 billion 


at the present time, a reduction that I think, percentagewise, figures 


out to approximately 1) percent. 

In addition to the reductions in appropriations, I think that also it 
is well to consider the fact that so far as national income is concerned, 
we are paying a lower percentage of national income for veterans’ 
benefits today to take care of some 20 million veterans population, 
than we were paying in 1890. 
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REDUCTION FOR COMPENSATION AND PENSIONS 


So, with those things in mind, I would like to first refer, in co: 
nection with this bill, to the one factor in it that we in our organiza 
tion consider the most important, and that is the reduction in the 
allowance over the Budget Bureau estimate of approximately $300 
million for compensation and pension. 

Now, in that reduction, I think you gentlemen probably realiz 
that a rather bitter controversy in regard to the appropriation for 
the Veterans’ Administration—— 

Senator Satronstaty. The Chair might state there—and perhaps 
with the idea of helping you in your testimony—the testimony was that 
that presumably was $250 million short. In other words, it amount 
to about 10 months. I think the House committee in its report recog- 
nized that there might have to be additions. 

The Veterans’ Administration testified, Mr. Sterling testified, 
his opinion, that unquestionably there would have to be approximat 
$250 million added to that. So I think the committee understar 
that problem. 

Mr. Downer. Thank you, Mr. Chairman. 

I would like to state that our organization made no particulai 
protest in the House to that reduction because of the fact that we 
had what we considered assurances that there would be no effort to 
strike deserving veterans from the pension rolls or from the compen 
sation rolls; and that if a proper administration of the program and 
the caring for deserving veterans required additional funds, that they 
would be provided. 

But since that time, statements made by members of the Subco 


mittee on Appropriations in the House have caused us to be very appre 
hensive, and I merely wanted to impart to you gentlemen our ver) 
grave fear and apprehension in regard to that reduction and expres: ss 
to you our request that a restoration be made. 


HOSPITAL AND MEDICAL PROGRAM 


As to the hospital and medical program, we are very pleased wit! 
the appropriation that has been made. I am sure you realize that 
this has been subject to very bitter controversy and reckless charges 
have been made based on isolated cases of so-called abuse of free 
hospital and medical services. But I think the statistics show that 
only 6.5 percent of the total admissions to VA hospitals in the past 
year were of non-service-connected cases who required hospitalizat lon 
of 90 days or less. Consequently, we believe that the charges that are 
made of widespread abuse of the hospital program are entirel) 
erroneous. 

If any effort were made to restrict the program over what it is, 
it is our belief that there would be no saving to the individual tax 
payer, that the burden of caring for those people would be placed 
upon municipalities and eventually the cost would merely be trans 
ferred from the Federal Treasury to some other agency. We don’t 
believe there would be any economy at all in any restriction of the 
hospital program. 

Now, I don’t want to impose upon the time of the committee by 
going into things that are covered or will be covered by witnesses 
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of the Veterans’ Administration. I am anxious to present to you 
the views of our organization or to answer any questions that you 
have. 

Senator SarronsraLt. Mr. Downer, as the Chair listens, you are 
satisfied with the appropriations as made, with the exception of these 
pensions and benefits which have been discussed ? 

Mr. Downer. Yes, sir; that is correct. 

Senator Sauronstaty. And with the operating end of the VA, the 
hospital end of the VA, you are satisfied ? 

Mr. Downer. Yes, sir; we are satisfied with that, Mr. Chairman. 

Senator SaLronsTaLu. As an organization ? 

Mr. Downer. Yes, sir. 

Senator Satronstaty. Are there any further questions? 

Thank you very much, sir. 

Mr. Downer. Thank you. 

Senator Sivronsrauu. Next we have the AMVETS, represented by 


Mr. Rufus H. Wilson. 


AMERICAN VETERANS 


STATEMENT OF RUFUS H. WILSON, NATIONAL LEGISLATIVE 
DIRECTOR OF AMVETS 


PREPARED STATEMENT 


Senator Sarronstatn. Mr. Wilson, without objection, following 
what we have been doing, we will put your prepared statement in the 
record as it is, and we will appreciate it if you would care to highlight 


it briefly. 
Mr. Witson. Yes, sir. Thank you very much, sir. 
(The statement referred to follows :) 


STATEMENT ON VETERANS’ ADMINISTRATION APPROPRIATION BY Rurus H. WILSON, 
NATIONAL LEGISLATIVE Director or AMVETS 


Mr. Chairman and members of the committee: 


FOREWORD 


AMVETS appreciate the opportunity to comment upon H. R. 5690, the bill 
which provides funds for the Veterans’ Administration for fiscal year 1954. 

We feel that the sums provided in this bill will allow VA effectively to per- 
form its functions during the next fiscal year. The opinions expressed by 
Veterans’ Administration officials during the House hearings generally support 
this conclusion. While some reductions are made in VA estimated require 
ments, the sum of $895,710,600 for administrative purposes clearly indicates 
that the Congress intends to be generous in its treatment of veterans. 

We are particularly gratified that sufficient moneys are made available for 
the VA hospital program. This was our primary concern. We are also appre 
ciative of the manner in which H. R. 5690 is presented. We feel that the further 
breaking down of individual items in the VA budget will do much to eliminate 
confusion which has reigned supreme on the subject for several years. 

Subject to the comments to follow, AMVETS endorse the pending bill and we 
respectfully request favorable Senate action upon it. 


ARE ECONOMIES POSSIBLE IN VA‘% 


AMVETS believe that certain economies are possible in VA without impair- 
ment of basic service. We have not believe that VA is a “sacred cow,” rather 
we have urged a commonsense approach to the problems with which it is con 
fronted. To VA’s credit, much has already been done in this direction. Never- 
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theless we feel that VA action coupled with appropriate legislation can stil! 
save substantial moneys, thus materially aiding the economy of the United 
States 

To this end we have presented a program to the President, to the Congress 
and to the VA designed to save millions of dollars annually. This progra 
includes drastice but fair curtailment of veterans’ dental care, Clarification of 
the “pauper’s oath” on non-service-connected hospitalization, a more prude: 
use of funds by the VA Contact Division, consolidation of some VA regiona 
offices, further consolidation of Veterans’ Administration district offices, pay 
ment of 10 percent and 20 percent compensation on a quarterly basis rath 
than monthly, reorganization of VA into a major-purpose agency with sepa: 
tion of staff and line functions and delegation of more authority to the fi 
transfer of special-service activity to the Department of Medicine and Sur: 
yearly rather than monthly billing on National Service Life Insurance poli 
elimination of exclusionary clauses on hospitalization insurance contracts wh 
prohibit VA collection, and decentralization of death claims to the regio 
office level of the Veterans’ Administration. 

The VA dental program and the so-called pauper’s oath will be the sub 
of hearings before the House Committee on Veterans’ Affairs beginning 
July 8 Certain of the other suggestions we have made are presently recei\ 
the consideration of appropriate Government agencies, and, in fact, have beer 
specifically referred to in several instances in the hearings held before the Inde 
pendent Offices Subcommittee of the House of Representatives. In our opi: 
these si stions indicate commonsense economy in the Veterans’ Admin 
tion. We are hopeful that they will receive most careful study 


VA MEDICAL PROGRAM 


We support the $555 million provided for VA hospital inpatient care for 
next fiscal year. The House hearings indicate that this amount 1 allow 
Veterans’ Administration to open all the beds it can effectively operate dm 
the year; that no existing beds or hospitals will be closed; and that qual 
medical care will continue. Adm. Joel T. Boone, chief medical director of VA 
testifving before this committee, has been quoted as saying this was a “hes 
k minimum” for the VA medical program. This statement plus the sentimer 
expressed by the House as this bill was debated, makes it obvious that VA 
medicine will continue on a high plane. We could not expect less nor as 
for more. 

The remaining amounts in the VA budget for medical services, such as out 
patient treatment, medical research, medical education and training, domiciliary 
care, etc., appear to be sufficient. Thus we accept them as being proper amounts 
for good all-inclusive medjcal care for veterans. 

We are very glad that the House Committee on Veterans’ Affairs is condu 
ing a complete study of the VA medical program. We are honeful that th 
study will clear up the age-old controversy as to VA medicine. Certainly if VA 
medicine is to be “second to none,” this as a matter of the highest priority. Cet 
tainly, also, the task of appropriating funds for this service will be much easier 
if controversies are eliminated from it. 


rot 


tIDERS ON H. R. 56% LEGISLATION BY APPROPRIATION 


AMVETS do not believe that it is proper to legislate on appropriation bills 
However, several riders are attached to H. R. 5690 and, subject to our basi 
objection, we desire to comment upon them 

1. The rider which restricts outnatient treatment given to veterans for dent 
conditions parallels a specific AMVETS recommendation designed to same some 
$20 million annually of taxpayers funds. 

The House Veterans’ Affairs Committee will begin hearings on this subtect 
on July 8 We hone that a enarefully worded permanent law will result. Cer 
tainly this is a logical field for economy in veterans’ affairs 

2. AMVETS have no official position at this time on the rider to abolish the 
l-year interest gratutity on GI home loans However, we believe that hearings 
should be held by the appronriate congressional committees in order that this 
matter might be properly resolved. This rider on H. R. 5690 is limited to a period 
of 1 year during which time the Congress will have adequate opportunity to 
explore the entire situation . 

%. A rider is attached to the pending bill to reduce from $1.50 to $1 the money 
paid to schools for reporting attendance under the Korean GI bill. AMVETS, 
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by convention mandate, oppose any amendments to this bill until such time as 
it has had an oportunity to prove itself. As far as we know, no evidence has 
been submitted thus far to show that the $1.50 is excessive. While this might 
well be a field for economy, it is a matter thet should be resolved by a legislative 
committee instead of appearing as a rider to an appropriation bill f proper 
investigation shows the $1.50 to be excessive, the Korean GI bill should be 
amended. 

4, We have no objection to the rider to the appropriations bill which would 
require the Veterans’ Administration Medical Division I 
in proportion to the number of beds staffed and operated 
sion to be a proper function of appropriations committees 

5. We endorse the proviso in the pending bill which 
beds which operated in 1953, those closed in 1953, and ose to be opened 
year. This proviso will repair much of the damage of | 

6. We do not oppose the rider which provides for the building of the 1,000-bed 
NP hospital at San Francisco, the 1.000-bed NP hospital at Topeka, Kans., and 
the addition of 250 beds in Houston, Tex. However, we believe that a similar 
need has been shown for the deferred hospitals in Cleveland, Ohio, and in Was} 
ington, D. C. We are hopeful that these two faciliti wil 
consideration by the Congress 

(The House quite appropriately, in our opinion, struck 
designed to clarify the so-called pauper’s oath on non 
pitalization so as to give to the Administrator of Veter 
to look behind the oath for the purpose of verificati 
more complicated and has had less public understand 
believe that no law involving such an involved matter should 
thorough congressional study. The House Veterans’ Affairs 
vinning hearings on this matter on July & During the 
AMVETS will support clarification of the pauper’s « 
of non-service-connected hospitalization might be eliminat 
hopeful that these hearings will be the forerunner of legi 
properly resolve this issue. ) 


REDUCTION IN FUNDS 


We have noted that budgeted funds to carry out tain statutory obliga 
tions of the Government toward veterans have been substantially reduced in the 
House-passed bill. For instance, funds for compensation and pension have been 
reduced by $253,709,000. This reduction at most is based on a calculated guess 
In fact, the VA itself over the span of a few months recaleulated their estimate 
for this item and reduced their figures by approximately $15 million—a figure 
which in turn was reduced by the Bureau of the Budget by an additional $40 
267,000. This final estimate has been reduced by the House by another $253,- 
709,000. 

While we would not ordinarily be concerned with such a matter, it has been 
repeatedly stated that perhaps a deficiency appropriation will be required fi 
this item in the pending budget. If this be true, we respectfully submit that now 
is the time to take care of the situation. To this end, we urge the Senate to pro 
vide a sum of money for compensation and pensions which is based on the very 
best estimate now available. We see no need for any other course of action 


FALSE ECONOMY 


On page 7S8 of the printed hearings of the House, certain ece 
are made by investigators of the House Appropriations Committee. These in 
vestigators state that perhaps the VA might save $180 million by a 30-perce 
curtailment of pensions; that they might save another $80 million by deleting 
from the rolls one-third of those veterans drawing 10 and 20 percent compensa 
tion; and that another $40 million might be saved by a tightening of VA rating 
philosophy. 

In our candid opinion, these are wild estimates to the extreme. We have 
carefully perused the observations upon which they are bas » isolated 
examples upon which they are founded. We are forced 1 he ilusion that 
the observations show a disregard four VA laws and regulations: at accented 
veterans’ rights are ignored; and that the isolated examples are exactly that 
isolated. 





378 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


AMVETS have no objection to congressional consideration of these suggesti 
We believe that a comprehensive investigation as to their merit would 
clusively indicate that they have no merit. 

We are necessarily brief in our comment on these matters at the pres 
time. However, we shall be glad to assist in a full exploration if the Cong: 
desires. While we have every desire to eliminate every vestige of abuse f: 
VA programs, we cannot agree that these suggestions offer any substant 
avenue of approach. 

CONCLUSION 

AMVETS appreciate the fact that the Congress faces a most difficult task 
reducing Federal expenditures. We appreciate the fact to such an extent 
we ourselves have suggested certain economies in the Veterans’ Administr 
Believing that 20 million veterans have as great a stake in the solvency of th 
Nation as any group or combination of groups, we will support only legiti: 
veterans’ benefits and we will oppose frills and luxuries. This is our obje: 
We are ready to assist in congressional scrutiny of any veterans’ program w! 
does not measure up to this ideal. 

Mr. Wiison. Mr. Chairman and members of the committee, 
accordance with the suggestion of the chairman, I appreciate the op 
portunity of inserting this statement into the record and just com 
menting briefly upon it. 

Generally we are satisfied that the bill passed by the House w 
allow the VA enough money to effectively operate, we believe, this 
next year. Particularly we believe the sum of $895 million will be suf 
ficient for the administration of the program. 

In the past, the American Veterans have made several suggestions 
as to economies in the Veterans’ Administration. They are briefl 
outlined in the printed statement I have submitted to you. 


CURTAILMENT OF DENTAL PROGRAM 


I would like to comment on one of these, which is a prograr 
designed to save some $20 million annually. That is a curtailment of 
the Veterans’ Administration dental program. That appears as a 
rider to the appropriation bill, and while generally we are opposed 
to legislation of this nature, we do believe that this is a definite field 
for economy where a definite amount of American tax dollars can bi 
saved. 

As to the other suggestions that have been made and as to the othe 
riders, we believe it is significant that several of them are receiving 
consideration by the Congress at this time, particularly the Hous 
Veterans’ Affairs Committee. 

We hope the issues involved there will be resolved. 


PAYMENTS TO EDUCATIONAL INSTITUTIONS 


There is just this one more item I would like to comment upon 
concerning these riders and that is the subject of the $1.50 and $1 for 
payment to educational institutions for reporting attendance unde 
Public Law 550, the Korean veterans bill. We have heard no evidenc 
today that the $1.50 was excessive; while that might be, we think that 
is a matter that should probably be resolved by an appropriate com 
mittee in the Congress. 

We hope therefore, unless there is sufficient evidence already to 
indicate that the $1.50 is excessive, that that rider should be stricken 
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As to reduction in funds in statutory benefits, we believe that 
has been gone into enough today, and our comments generally fol- 
low those made by the other groups. However, we know that the 
statutory benefits are calculated guesses at most, and we have no 
serious objection to the $300 million reduction. 

Outside of those few comments, Mr. Chairman, I think my state- 
ment, more or less, speaks for itself. 

Senator Savronsraty. Thank you, Mr. Wilson. 

Are there any questions! If not, thank you very much, sir, for your 
trouble in coming up. 

Senator SauronsTaLL. Next we have the Disabled American Vet- 
erans, represented by Mr. Cicero Hogan and Mr. Charles E. Foster. 


DISABLED AMERICAN VETERANS 


STATEMENTS OF CICERO F. HOGAN AND CHARLES F. FOSTER ON 
BEHALF OF THE DISABLED AMERICAN VETERANS 


GENERAL STATEMENT 


Mr. Foster. Yes, Senator, I am Mr. Foster. 

We are appearing here in behalf of Disabled American Veterans. 
Capt. Cicero Hogan, national director of the American Veterans, will 
=a » a brief statement relative to H. R. 5690. 

Senator Sauronsrauu. Mr. Foster, would you care to highlight the 
statement ¢ 

Mr. Foster. I would rather that Mr. Hogan did, Senator Stalton- 
stall, if it is all right with you, sir. 

Senator SauronsTaLu. Yes; proceed, Mr. Hogan. 

Mr. Hogan. Mr. Chairman and members of the committee, the 
DAV appreciates the opportunity to appear before this committee 
and express our opinion on the very important bill H. R. 5690—at 
least that part of H. R. 5690 making appropriations for the Veterans’ 

(dministration for the fiscal year 1954. 

The Disabled American Veterans is primarily interested in the 
welfare of America’s wartime disabled veterans. We are, as a result, 
intensely interested in the operation and administration of the Vet- 
erans’ Administration, the agency charged with the administration 
of nearly all laws extending benefits to the disabled war veteran and 
his dependents. ‘To us the importance of this bill lies in the fact that 
without appropriate funds the Veterans’ Administration cannot prop- 
erly administer the laws authorizing hospitalization and outpatient 
treatment to the sick and the disabled; compensation to the living dis- 
abled veteran; death compensation to his widow and dependents; 
vocational training under Public Law 16 and other benefits provided 
by law. 

As previously stated, we do not consider ourselves budget experts, 
but we have a thorough knowledge of and are wholly familiar with the 
problems of the disabled veteran and the manner in which the veteran 
or his family is affected when the Veterans’ Administration runs out 
of funds or lacks sufficient personnel needed to operate and function 
at a high level. 
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In general, the DAV accepts H. R. 5690 insofar as it provides appro 
priations for the operation of the VA for the fiscal year 1954. We 
are satisfied that the amounts allocated for the maintenance and oper: 
tion of the Veterans’ Administration hospitals, as well as the provi 
sion for contract hospitalization, are adequate. We believe this appr 
priation will solve the crying need for adequate hospital and medic 
personnel and make possible the reopening of closed wards, as well a 
the opening and stafling of the new hospitals as fast as they ar 
completed. 

The DAV honestly regrets the reduction by $300 million of 
budget. estimate for compensation and pensions. This extensive « 
is against a fund which 1s admittedly a contractual obligation whi 
must be paid, and, as far as the DAV is concerned, a most important 
obligation. While we found it difficult to understand the need o1 
advantage of reducing this vital contractual obligation by $300 m 
lion, the DAV, along with other veterans’ organizations, accepted t! 
suggestion only after emphatie assurance by Republican lead 
the House of Representatives that it was a matter of simple cine 
ing and that it was not to be construed by the VA officials or oth 
in authority as an order to reduce compensation benefits by that 
amount. However, since the meeting with the Republican Hous 
leaders, we of the DAV find that there is a deep feeling of appre 
hension among our leaders in the field and that this reduction is b 
psychology and will be accepted by VA rating agencies as order 
reduce or restrict the payment of just compensation, even in the m 
worthy cases. 

REQUEST FOR RESTORATION OF FUNDS 


If this committee finds it possible to do so, we respectfully urge ¢! 
restoration of this $300 million reduction. If not, we trust that tl 
committee and the Senate as a whole will also give to us the sam 
straightforward ahd unreserved assurance we received from the R 
publican House leaders that this proposed reduction was a matter of 
simple bookkeeping and without strings or reservations of any kind 

We will not take up any further time of this committee. Thi 
peace treaties of World War II are not all signed. We have befor 
us daily — mounting casualty list of the Korean war. These aré 
interesting, if appalling, figures and we of the DAV feel they shoul 
be carefully studied by this committee and the entire Congress whe: 
this Veterans’ Administration appropriation bill or budget is being 
considered. 

A study of the Korean casualty list, with 24,386 killed in action, 
11,386 missing in action, and 99,550 wounded to date, certainly does 

not justify the proposed reduction by $300 million of the amount con 
sidered necessary for payment of compensation and pensions to vet 
erans of various wars and their dependents. 

Senator SavronstaLL. Thank you very much, Mr. Hogan. 

Are there any questions ? 

We appreciate your coming before us. 

Mr. Hogan. Thank you, Senator Saltonstall. 
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Senator SaLtronsTaLL. At this point m the record we will insert 
a statement by Mr. Andrew E. Rice. 
(The statement referred to follows :) 


STATEMENT oF ANDREW E. Rice, Executive Drrecror, AMERICAN VETERANS 
CoMMITTEE (AVC) 


As the executive director of the American Veterans Committee, I wish to thank 
the committee for the opportunity to present the views of the American Veterans 
Committee in connection with the consideration of the 1953-54 approp 
for the Veterans’ Administration. 

At the midcentury mark, the need for a careful review and reappraisal 


1ations 


this Nation’s policies in the field of veterans’ affairs is manifest. The United 
States could tolerate a hodgepodge of veterans’ benefits, developed over a 
century and a half, when veterans represented a relatively small percentage of 
the populace. Such tolerance, of course, necessarily winked at gross differences 

treatment of different groups of ve ins and sharp injustices to some individ 
uals and groups of veterans and ‘ir dependents 

Today, veterans constitute a large fraction of the adult population. ie 
world situation and current laws ariy foreshadow the day when the over 
whelming majority of the men of the Nation and hundreds of thousands of 
women will be veterans. The national budget annually reminds the American 
people that existing benefits constitute one of the largest components of the 

st of government. 

As citizens first and veteran second, we stand flatly opposed to bonuses and 
general pensions, the right to which rests solely upon service in the Armed Fors 


of the United States. We regard such bonuses and pensions as economically 


unsound political handouts for which the veteran himself would ultimately pay. 
We believe that it is the veteran’s basic need and right that he be properly 
restored to the economic and social status which he would normally have 
achieved as a civilian had he not entered the service. 
To each man or woman physically disabled by such service, and to the 
umediate families of these men and women who suffered deat! 
our country should provide adequate medical, financial 
With these principles before us, w rmly endors 
recommendations on administratic of the current 
olicy. We commend the Commission f it 


es 


erte! 


sk, for its able combination of promoting 
how this could be achieved more efficiently and economi 
At the same time, we hold that adequate care of veter 
service and of the immediate families of those who ( ‘ 
service requires from Congress or the executive branch of the Federal 
ment : 

(a) Comprehensive, careful review of the adequac 
existing compensation rates, and of the rating system e! 
(6b) Provision for adjusting compensation and pe 

iccordance with movement of the BLS Consumers 
(c) Increases in the VA's 
dependents ; 
(d) That the Veterans Empl 
gram to aid disabled veterans in 
(e) Ironclad preference in 
who, by reason of their war 
blind, or otherwise disabled to a degree of 50 percent 


miplegics, 


(f) Provision for increasing rather than reducing Government appropriations 


I I 


to the VA to carry out the extension of medical service to veterans 


Senator SALTONSTALL. We will now put in the record at this point a 
lotter ‘fr senator Hubert H. Hi hrev on the Veterans’ Admin 
letter from Senato1 ubert d umphre Vy on the eterans’ Admi1n- 
istration: some correspondence from Senator Fulbright: a telegram 
received by Senator Cordon: a telegram from Dr. Louis A. Cutler 
addressed to the Chair: and a statement of Mr. C. R. Gutermuth. of 
the Wildlife Management Institute. 


If there is no objection, those will be put in the record at this point, 
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(The documents referred to follow :) 


UNITep Srates SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
June 2, 1958 
Hon. LEVERETT SALTONSTALL, 
Subcommittee on Independent Ofices, 
Senate Committee on Appropriations, 
Washington, D. C 

My Dear Senator SALTONSTALL: Because I feel very strongly that Government 
economy shouldn't be at the expense of war veterans who have risked their lives 
to protect our democracy, I must protest proposed slashes in funds for the medi 
services of the Veterans’ Administration as a violation of campaign promises 
and, even worse, a violation of our moral obligation to our war veterans. 

I urge your subcommittee to recommend the full amount of the original budg 
estimate for the Veterans’ Administration, to avoid the necessity of a $56 million 
cut in VA medical services that would be required under the administration’s 
revised budget estimates. 

Most of us welcome any economy that can be achieved by elimination of wast: 
duplication, and inefficiency. It is in such realms that the public has been led 
to believe the new administration will seek to achieve economy. It hasn't, ho 
ever, been led to expect blind economy that deprives war veterans of services 
and protection they believe they have a right to ask and expect from our Gover! 
ment, which they fought to protect at great personal risk and sacrifice 

Both of our political parties pledged continued adequate health care for th 
Nation’s veterans 

The Democratic platform said: 

“We pledge ourselves * * * to provide the best possible medical care and h 
pitalization for the disabled veteran.” 

The Republican platform said: 

“Consequently we propose * * * that the Veterans’ Administration should b¢ 
equipped to provide and maintain medical and hospital care of the highest pos 
sible standard for all eligible veterans.” 

In a campaign address to the American Legion, General Eisenhower promised 
“That each of us will charge himself * * * that the disabled man, until he 
fully restored to health, no matter how long that may be, shall have all of th 
convenience and of comfort and what this country can give him that he coul 

possibly desire.” 

The drastic reductions proposed in Veterans’ Administration funds are con 
pletely contrary to the words and spirit of such pledges to America’s ex-service 
men. 

I don’t believe it is at all proper to woo the votes of our ex-servicemen wilt 
such words at election time, then turn our backs upon them when it comes to fu 
filling such pledges by adequate appropriations to properly maintain our vet 
erans’ hospitals and veterans’ medical care. 

I ask that my views be made part of your committee hearing record on thes 
important appropriations. 

Sincerely, 


} 


Hunert H. Humprerey 


Untrep STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
June 9, 1953 
Hon. Leverett SALTONSTALL, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, United States Senate, 
Washington, D. C. 

Dear Mr. CHATRMAN: It is my understanding that your subcommittee has not 
yet started hearings on the appropriation for the Veterans Administration for 
fiscal 1954. I should like to be able to testify in behalf of the hospital progra 
but, since I will leave early next week on an official trip to England, I am writing 
this letter. 

I should like to eall to the attention of the subcommittee the attached edito 
rial which appeared in the Northwest Arkansas Times, May 25, 1953. As you 
will note, the editorial comments on a news service article which had indicate: 
that it might be necessary to close the veterans’ hospital at Fayetteville, Ark 
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The source of the aews article was allegedly a spokesman for the Veterans’ 
\dministration and the prediction was based on the reduction in the appropri- 
ation for hospital maintenance and wperation made by the House committee 
As you will note, the editorial outlines very forcefully the need for continuing 
in operation the veterans’ hospital at Fayetteville which serves veterans not 
only in Arkansas but also from Missouri, Kansas, and Oklahoma 

I submit also several communications from civic groups which have urged 
the continuation of the Fayetteville hospital As you will note, such organiza 
tions as the chamber of commerce, the American Legion post, the Exchange Club, 
and others are unanimous in supporting the hospital. 

I have visited the Veterans’ Administration hospital at Fayetteville many 
times and I can say without reservation that I believe it is one of the finest 
general hospitals in the United States. The hospital is beautifully located in 
the mountains but is within the city limits of Fayetteville. It is accessible to 
veterans throughout the 4-State area and [I know that the available beds are 
constantly in demand. Finally, I think that the staff of the hospital is an 
excellent one and the morale of all the employees seems to be very high 

I sincerely hope that adequate funds can be provided to enable the Veterans’ 
Administration to keep in operation the veterans’ hospital at Fayetteville 

With kindest regards, I am 

Sincerely yours, 
J. W. FULsRIcH" 


SPRINGDALE, Ark., May 26, 1953 
Hon. JoHN L. McCLetian, 
Senate Office Building, 
Hon. JAMES W. FULBRIGHT, 
Senate Office Building, 
Hon. J. W. TRIMBLE, 
Hiouse Office Building, 
Hon. FE. C. GATHINGS, 
House Office Building, 
Hon. L. Brooks Hays, 
Hlouse Office Building, 
Hon. W. FF. NorRELL, 
Hlouse Office Building, 
Hon. Oren Harris, 
House Office Building, 
Hon. Wriser MILs, 
House Office Building, 
Washington, D.C 

GENTLEMEN: Today we sent you a night letter protesting the proposed action 
of closing down the veterans’ hospital here in Fayetteville. That hospital serves 
veterans from portions of four States, Arkansas, Missouri, Kansas, and Okla 
homa, and is one of the best institutions around here, and, in fact, the United 
States, 

Fayetteville, being the home of the State University and having remarkable 
educational advantages, staff members and doctors are very eager to come to 
Fayetteville so that their families can have the advantages of a university city. 
Instead of having staff trouble, they have a waiting list of staff and doctors who 
want to come to the Fayetteville veterans’ hospital 

We are attaching hereto an editorial from the Northwest Arkansas Times as of 
May 25 date, which explains our position probably better than we have stated 
above. 

In any event, we hope that the press report is not true, and that if action is 
taken to close this hospital that you will exert every effort to block that move. 

Very truly yours, 

CLARENCE E. Berty Post, No. 439. 
vy Ray WiLmMourTH, Commander. 

y Eva Atwoop, Adjutant. 


ley 
>. 
> 
> 


I 
I 


SERVICE INSTITUTIONS 


It’s nice to save money, and we're all for the Government cutting out waste 
where it finds waste. But let’s not overdo this economy streak which has hit the 
present administration so forcefully. 

85308—53 25 
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A story carried by one news service yesterday reported Veterans’ Admini» 
tion medical »xperts are figuring on closing certain veterans’ hospitals— ind 
this regard, the hospital at Fayetteville was mentioned. Then the story 
reasons for figuring certain hospitals would be included in this list—-old bu 
ings, light demand, staffing troubles and low veteran population. 

Just to be sure about the facts and figures, we queried A. N. Chandler, assist 
manager of the Fayetteville Veterans Hospital. 

The buildings aren't old—they were constructed in 1954, have been mainta 
in tiptop shape, and are a credit to VA system. 

There is a heavy and consistent demand for hospital space by patients 
254-bed capacity hospital, it admits 300 a month and 225 of the beds are 
occupied, It would not be safe to fill the hospital with more than that, for 
case of an emergency there would be no room if all beds were taken all the tin 


As for the staffing problems: The hospital in Fayetteville has a waiting list 
doctors and staff personnel eager to serve at this hospital. There is no difficul 
experienced in securing staff members—for example, the chief surgeon is leavii 
before long, but it is going to be possible for the hospital to secure a success 
before this man is even gone, 

And then the “low veteran population” claim—this hospital caters to patie: 
from Oklahoma, Missouri, and northwest Arkansas and the demand for hosp 
care from these areas is met by the hospital If they could not come here, 
would have to be sent much farther away from home to get the treatment 
need—provided they could get in. 

Surely one look at the grounds and the buildings and the veterans’ hospita 
Fayetteville should convince even the most skeptical among the Veterans’ A: 
ministration medical experts that there is nothing old or decrepit about 
present setup at the Government station here. But all the rest of these 
ments are answerable in the same way—they don't apply out here 

Knowing the present administration at this hospital, we doubt sincerely the 
is any waste in the operation here, and we know there is plenty of proot 
the figures that a great need is served through this hospital's operation. It 
powers in charge of things plan actually to trim expenses of the Veterans’ Ad 
istration, surely there is some place else to start rather than considering shutt 
down hospitals which are doing such a great service to the wounded and 
veterans of the Nation’s wars 


FAYETTEVILLE, ARK., May 25, 195 
Senator J. WM. FULBRIGHT, 


Senate Office Building, Washington, D. C.: 


The Junior Chamber of Commerce of Fayetteville concurs with the ser 
chamber in requesting that you assist us in retaining the Veterans’ Hospita 
Fayetteville and we will appreciate all that you can do to help us 


Hupsert Cowan, 
President, Junior Chamber of Commerce 


FAYETTEVILLE, ARK., May 26, 1953 
Senator J. WM. FuLerient, 


Senate Office Building, Washington, D. C.: 

The board of directors of the Fayetteville Chamber of Commerce asks you 
cooperation to prevent the closing of the Veterans’ Hospital in Fayetteville as 
outlined in a news story dated May 23. The story states that Fayetteville Hos 
pital, based on the following factors; old buildings, light demand, staffing trou 
bles, low veteran population: (1) All Fayetteville buildings in first-class condi 
tion. (2) Fayetteville Hospital of 254 beds has daily average use above 220 beds 
(3) There are no staffing troubles. Full employment is 294 and that is the num 
her of the staff. Actually, Fayetteville Hospital has a waiting list for nurses 
(4) There is a great demand for the Fayetteville Veterans’ Hospital. Nearest 
hospital to the north is Kansas City, to the south is Little Rock, to the west is 
Muskogee and, because of diffien!t highway conditions, there is practically noth 
ing that can be reached to the east. 

WESLEY J. Gorpon, 
Wanager, Fayetteville Chamber of Commerce 
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FAYETTEVILLE, ARK., May 28, 1953 
Senator J. WILLIAM FULBRIGHT, 
Senate Office Building, Washington, D. C. 


Dear BILL: We are sure that you are aware of the tremendous loss to this 
if the VA was allowed to close this Fayetteville Hospital. 
Please do everything that you can to keep it operating. 
Billy Poore, Secretary, Fayetteville Exchange Club; Roy Allen, Jack 

Burge, Floyd Carl, Newell Carson, Robert Hall, Arch Cloud, 
Bryce Davis, Harold Duggar, Tom Graue, Kenneth Harr, Charles 
Phillips, Frank Hinkle, Aisey Holland, Eric Jones, Ewell Logue, 
Bruce Lunsford, Bob Maeder, James McDonald, Hallie Miller, 
Doyle Morrison, James Munn, John William Murphy, George Kok 
Duane Nelson, Joe Pendleton, Willis Ricketts, Norwood Sines, 
Everett Skelton, Jack Smitherman, John Stevens, Carl Tune, 
James Walker, Bill Younkin, Edward George, Jack Roberts 
Charles Stewart, George Moore. 


SPRINGDALE, AkRK., May 26, 1953. 


Senator J. WILLIAM FULBRIGHT 
Senate Office Building, Washington, D. C 


Press reports say veterans’ hospital at Fayetteville will be closed due to old 
huildings, staffing trouble, and low veteran population. 

Our Legion post protests this proposed action for the reason that the buildings 
are relatively new, Waiting list for staff and doctors. Hospital serves parts of 
four States ; operating at about 95 percent of capacity 

CLARENCE E. BreeL_y Post, No. 139, or THE AMERICAN LEGION 
By Ray WILMoTH, Commander. 
By Bva Atwoop, Adjutant. 


CREDIT BUREAU OF SPRINGDALE, IN«¢ 
Springdale, Ark., May 29, 1953 
Senator J. WILLIAM FULBRIGHT, 
Senate Office Building, Washington, D. C. 


Deak SENATOR BILL: Hope you will do everything in your power to keep the 
Veterans’ Hospital in Fayetteville. In a meeting in Fayetteville last night 
veterans and interested citizens from all over northwest Arkansas were in 
attendance. There are over 122,000 veterans in the 4 State area served by 
this hospital, 38,869 in Arkansas alone (13 counties and 6 part counties). 

I wish you would write the Springdale News and tell them of your efforts to 
prevent this hospital from closing. Several people here in Springdale have told 
me you were not very interested in this hospital and I have tried to convince 
them that you were. Some of these people were leading businessmen of the 
town. Please don’t quote any part of this letter or use my name, but thought 
you ought to know. 

I will read any letter you care to send to me in the next American Legion 
meeting held in Springdale. I am sure you will do what you can, not only for 
the veterans but for all northwest Arkunsas. 

Yours sincerely, 
Gus SANDERS, 
Credit Bureau of Springdale, Inc 


GARFIELD, AkK., May 30, 1953 
Hon, J. WILLIAM FULBRIGHT, 


Washington, D. C. 


DeaR SENATOR FULBRIGHT: I am greatly disturbed about the proposed closing 
of the Veterans’ Hospital in Fayletteville, Ark. 

This hospital is almost new, all buildings are in excellent condition and there 
is no staffing problem. It serves part of four States, northwest Arkansas, north 
east Olahoma, southwest Missouri, and southeast Kansas. This area has a 
veterans population of 122,272. 
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It has a waiting list at all times of veterans wishing to enter for treatment 

I am for economy; yes, but would it be economy to close this much needed 
hospital? 

I hereby ask you to protest to the proper authority, the closing of the Fayett: 
ville Veterans’ Hospital. 

Respectfully, 
SAMUEL F.. Woopcock, 
Veteran of World War I 


FAYETTEVILLE, ARK., 
May 29, 1953 
Senator J. W. FuLsrient, 
Senate Office Building, Washington, D. C. 

Dear Sir: Since you are a native of Fayetteville, I do not need to tell you of 
the beauty of the veterans’ hospital. It is only 19 years old and has been kept 
in ercellent condition. 

For almost 10 years disabled veterans from all over have been attending « 
university and more will come with the return of the men from Korea. 

Our hospital has a waiting list of nurses who would like employment in this 
hospital. The buildings are in excellent condition. 

Please do your best for keeping our hospital here. 

Sincerely, 
FLORENCE SMITH 


FAYETTEVILLE, ARK., 
May 29, 1958, 
J, WILLIAM FULBRIGHT. 

Dear Str: I am writing you in regard to the report that they are going to close 
the Fayetteville Veterans’ Hospital. 

I know we can depend on you to help us keep the hospital here. I myself can 
say this for the Fayetteville VA hospital. They helped me in a very urgent 
time of need. When I was taken down by tumor of the brain, they made it pos 
sible that I might be sent to a brain surgeon for operation. The later treat 
ments that I couldn’t have gotten without the VA hospital’s help here in 
Fayetteville. I now never know from one day till the next when I may ha 
to cat on nem to help me again. I know there is many more World War II boys 
in the same shape here in the 4-State area. There is a good many groups of 
National Guard boys that have served in Korea that will have wounds that wi 
hit them in later years, that they thought would heal or at least hoped for, 
while they were in. Such as my case was. 

Sincerely yours, 
ETHERAGE L. Rusa. 

P. S. Please excuse the typing for I am over 50 percent blind in both eyes. 


MAUPIN, OrEG., May 26, 1953. 
Hon. Guy Corpon, 
United States Senator, Washington, D.C.: 

Maupin Legion Post, No. 73, is completely opposed to any decrease in our 
national VA budget. Please give this your immediate personal attention. Make 
this telegram a part of the committee hearing. 

GERROLD GRAVES, 
Commander, Maupin Legion Post, No. 73. 


MAUPIN, OreEG., May 26, 1953. 
Hon. Guy CoRDON, 
United States Senator, Washington, D. C.: 


The Maupin Lions Club of Maupin, Oreg., is opposed to any cut in our na- 
tional VA budget. Please make this night letter a part of the committee hear- 
ing. 

C. F. ALBRIGHT, 
President, Maupin Lions Clubd. 
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SPRINGFIELD, MAss., April 28, 1955 
Senator LEVERETT SALTONSTALL, 
Washington, D. C.: 

Sir: We urge you to support the following: (1) That the 1954 budget should 
enable the Veterans’ Administration to continue the efficient operation of 
131,000 beds which figure was arrived at after careful evaluation some time ago, 
(2) that the budget should make available the continuance of the contact service 
of the Veterans’ Administration, (3) that facilities at Veterans’ Administration 
Hospital in Northampton, Mass., be increased so as to enable more needy veterans 
to obtain services necessary for their complete rehabilitation 

SPRINGFIELD Post, No. 26, JEwIsH WAR VETERANS 
OF THE UUITED STATES OF AMERICA, 

Dr. Louis A. CUTLER, Commander, 

Harvey L, Rusin, Adjutant 


STATEMENT OF C, R. GuUTERMUTH, VICE PRESIDENT OF THE WILDLIFE MANAGEMEN' 
INSTITUTE BEFORE THE SENATE APPROPRIATIONS SUBCOMMITTEE CONCERNING 
INDEPENDENT Orrices BriLi, H. R. 5690 

Frmay, JUNE 26, 1953 

Gentlemen, I am C. R. Gutermuth, vice president of the Wildlife Management 
Institute of Washington, lL. C., one of the older national, nonprofit, private orgat 
izations dedicated to the better management of renewable natural resources in 
the public interest. Many of the members of this subcommittee wre acquainted 
with the institute’s president, Dr. Ira N. Gabrielson, and it is regretted that he 
is not in the city today to urge the partial restoration of he $2,377,000 item for 
resource development in the TVA budget which was eliminated by the House 
committee, 

In an effort to be brief, and to avoid repetition of previous testimony, I would 
like to endorse the recommendations submitted by Mr. J. Walter Myers, Jr., the 
executive secretary of the Forest Farmers Association. He expressed the senti- 
ment of millions of conservationists throughout the country in a concise and 
forthright manner. 

The Wildlife Management Institute has not been one of the stanch supporters 
of all aspects of the TVA program. In fact, we have, over the years, expressed 
vigorous opposition to some of their policies and programs It is. therefore, 
rather strange that we are appearing today in support of the request for the 
restoration of a substantial portion of the approved budget 

The institute is not opposed to the gradual curtailment of TVA’s resources 
development projects, especially if the major portion of these activities can be 
undertaken by the different States, and possibly other Federal agencies. Such 
an orderly transition should be achieved as rapidly as possible. This should be 
done for reasons of governmental economy and to attain consolidation and corre 
lation of effort. 

Governmental economy, and a balanced budget, are desired We 
unlike all the others who want real economy and the kind of decentr: 
that affords greater opportunities for local control and private initiative. 
theless, these objectives cannot be achieved overnight, and not on July 
when this budget becomes effective It is inconceivable that the important 
resources development activities of the TVA embracing fish and game, agricul 
ture, streum sanitation, topographic mapping, and recreation planning, are to 
be abandoned. The Federal investment in unfinished work is too large. To 
stop essential work when worthwhile results are about to be realized is false 
economy. 

What about the Federal Government’s large investment in approximately 17 
million trees in the TVA nurseries? Those seedlings are urgently needed for 
reforestation in that vast watershed. Can we afford to disregard the tremendous 
investment in all of the many research and development programs that have been 
started? There is no chance of having programs of that kind picked up immedi 
ately by local or State agencies. Millions of people have been enjoying the rec 
reational facilities that have been created in the Tennessee Valley. The large 
TVA impoundments alone provide millions of hours of relaxation to a large seg- 
ment of the population. 

Gentlemen, these invaluable natural resources do merit consideration. It is 
hoped that the committee and all of the Members of the Senate will insist that 
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the curtailment of the TVA program be conducted in an orderly and effi 
manner. 
Thanks. 


Senator Sauronstaun. That concludes the veterans organizat 
witnesses. 
Is Mr. Garvey for the American Dental Association here? \ 


will be glad to hear you, sir. 


COUNCIL ON LEGISLATION, AMERICAN DENTAL ASSOCIATION 


STATEMENT OF FRANCIS J. GARVEY, SECRETARY 
PREPARED STATEMENT 


Senator Savronstauy. If there is no objection, we will put in th 
record, Mr. Garvey, this prepared statement of 13 pages of you 
and could you highlight it for the committee ? 

Mr. Garvey. Yes, sir. 

(The statement referred to follows:) 


TESTIMONY OF FRANCIS J. GARVEY, SECRETARY, COUNCIL ON LEGISLATION, AMERICAN 
DENTAL ASSOCIATION 


Mr. Chairman and gentlemen of the committee, I am Francis J. Garvey, of 
Chicago, Il., secretary of the council on legislation of the American Dental Ass 
ciation. I am here today to present the views of the association with respect 
to H. R. 5690 so far as that bill applies to dental appropriations for the Vet 
erans’ Administration. The association is principally concerned with the text 
of the bill appearing in line 25 of page 12, and in lines 1 through 13 on page 15 

There are three elements contained in this material: (1) The amount of 
the appropriation itself, which is $23 million; (2) a proviso placing a limitation 
upon the extent of outpatient dental care now granted by the Veterans’ Admi: 
istration; and (8) a second proviso excepting certain types of outpatient treat 
ment from the effect of the first proviso. 

Let me address myself to each of these elements in turn. 

It will be noticed that the amount appropriated is earmarked for outpatient 
dental expenditures. This is the first time that this has been done, and the 
association wishes heartily to commend the Congress for its action in this 
respect. Heretofore dental funds have been lumped in the general medical 
appropriation to be disbursed to the dental division by the Chief Medical Di 
rector in his discretion. This has, in the past, frequently resulted in unfortu 
nate situations as, for example, where funds would be made available so close 
to the end of the fiscal quarter that the dental division could not make them 
available to the field in time to be used before the quarter elapsed. By making 
known in the appropriation act the total amount to be made available, and by 
specifically earmarking the amount provided, the dental service will be able 
to plan the use of the funds in an orderly manner with a view to obtaining 
the maximum amount of dental work for the entitled veteran and the greatest 
fiscal benefit to the Government, 

With respect to the amount itself, it is totally inadequate to meet the existing 
backlog and anticipated applications during the coming year. In February D1 
John Fauber, Assistant Chief Medical Director (Dental) of the Veterans’ Admin 
istration testified before the Veterans’ Affairs Committee that there were the 
pending 301,365 applications for outpatient treatment. He testified further t! 
the average cost of treatment was $101.57. Recent information indicates that 
the backlog is now about 400,000 and that a number of applications at least equa! 
to that figure will probably be made during fiscal 1954. Estimating that the 
combined backlog and new applications will be 750,000 cases during fiseal 1954 it 
is apparent that the anticipated cost of the program in realistic terms will b¢ 
about $79%% million, plus the cost of original examinations to determine the 
existence of disease, which examinations, according to Dr. Fauber, cost about 
$13 each. 
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The cost of this program is, of course, astounding, but the Congress has 
established the program and veterans who can qualify are, as a matter of right, 
entitled to receive the treatment. Without changing the substantive law au 
thorizing the benefits, Congress can only authorize the Veterans’ Administration 
to pick up the check for whatever the cost may be. Refraining from appropriat- 
ing sums in an amount close to what the Veterans’ Administration can profiitably 
spend in a given year does not diminish the cost of the program, it merely 
postpoaes the reckoning and increases the ultimate cost. The real solution lies 
na revaluation of dental benefits by the ligislative committees of Congress with 
a view to doing justice to both the veteran and the taxpayer 

The dental profession is not unmindful of the cost of this program. As tax 
payers they have to bear part of the cost. At the same time, as veterans, and 
more than one-third of the profession served in World War II and many others 
are veterans of World War I, they are sympathetic to the real needs of the 
service-connected veteran, 

These elements of cost in the Veterans’ Administration dental program stem 
from these factors: (@) Congress has by law provided a liberal program of 
benefits, including dental benefits, for veterans; (b) there are now living nearly 
‘“) million veterans and this number is increasing annually; (¢) veterans are 
subject to dental disorders in about the same proportions as nonveterans; (d) 
one oral disorder alone, dental caries, affects about 95 percent of the population ; 
e) the Veterans’ Administration administers the dental program from a 
paternalistic rather than a scientific basis: (f) dental benefits. like everything 
else, must be paid for at rates comparable to those charged nonveterans 

Let me exumine these elements in order. As we understand it, the substantive 
laws of this country provide dental benefits to those servicemen who incurred a 
deutal disorder while in service or who suffered an aggravation of an existing 


dental disorder. Treatment, including dental appliances, may be rendered on 


un in-patient or out-patient basis. Further, veterans admitted to hospital or 
domiciliary institutions on a non-service-connected basis may, if it is deemed 
necessary to their cure, receive dental treatment on an auxiliary or adjunet 
sis, Spanish-war veterans are deemed to have all disabilities as service 
conected while veterans of other wars must present evidence to establish that 
the dental disorder occurred while in service or must file an application for 


benefits during the so-called presumptive period 

With a veteran population of some 20 million and with a future prospect of 
additional veterans each year, the prospective magnitude of the dental care prob 
lem for the Veterans’ Administration is awe-inspiring. Now, if upon that pros- 
pect we superimpose the statistic that 95 percent of the population at some 
time suffers from caries, the most common of all dental diseases, and that this 
disease is most prevalent in the age groups which are commonly called to service 
under draft laws, we can see at once that a liberal program must of necessity 
be costly in terms of the money required for dental health care for veterans 
since nearly every veteran will have been a victim of this disease at some time 
during his service career. 

The cost is increased by the manner in which the law is administered. As 
you know, the Veterans’ Administration administers all laws liberally. In the 
case of the dental problem it has been decided, based upon a solicitor’s opinion 
that a carious tooth becomes service-connected as an entity This means that 
the Veterans’ Administration will provide care for that tooth throughout the life 
time of the veteran, will replace it if it is lost and will replace other non-service- 
connected teeth if, in the judgment of the dentist, this is necessary in order to 
replace the service-connected tooth. 

The association disagrees with this concept Sound professional opinion 
holds that a carious lesion is, in most instances, -sui generis and that treat 
ment of that lesion by the most advanced methods known to the dental profes- 
sion today is all that can be done to correct it. In other words, if the lesion 
is corrected by a properly applied filling or other restoration, it is, in most 
instances, cured. If a subsequent lesion occurs in the same tooth, it will gen- 
erally occur from a second cause and, in most instances, will not be the result 
of the first lesion. This doctrine, of course, has exceptions in particular cases 
but we are speaking now of the general cause. A parallel example to illustrate 
the point would be a leg which was broken below the knee from a fall which oc 
curred in service. Granting a normal recovery that leg would be as good as 
new. If the individual, after leaving service, were to break the same leg above 
the knee from a totally different cause it could hardly be said to be the result 
of the first break below the knee. 





390 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


Administering the program from the concept I have mentioned makes it 
necessarily expensive. 

Another cause of cost in this program is, paradoxically, lack of funds out 
which the Veterans’ Administration can provide dental care to eligible vetera 
as soon as such care is needed. Unlike other ills which affect the human rac 
dental diseases are accumulative. One either dies or gets well from pneumonia 
This is not true with dental disorders. The patient does not die nor does he 
well. However, the cost of treatment will increase because the affected tooth wil 
continue to degenerate until it is treated. At the present time the Vetera 
Administration has a backlog of some 400,000 cases awaiting treatment wit! 
an average waiting period of some 7 months. This backlog will be increas: 
by an anticipated 800,000 new applications for treatment during fiscal year 1954 
This waiting period as much as anything else has been the cause of the ris¢ 
average treatment cost from $70 to $101.57 since World War II 

Another factor in the cost rise has been the aging of the veteran popula 
which, of itself, will result in the need for more costly operations such as part 
and full dentures and for oral surgical operations. 

The dentists of America are seriously concerned with this problem. 

a result its house of delegates has directed the appropriate councils of the as 
ciation to make a study of the problem with a view to recommending to the 
islative committees of Congress a realistic dental program fair to both the ve 
eran and the taxpayer. It is hoped that these recommendations will be read 
for presentation to the next session of this Congress 

I have purposely left until last a discussion of the cost of dental care. Ob 
ously the fees paid to the dentist for his service are a factor of cost and I belic 
that your committee will be interested in a brief, but frank, discussion of denta 
fees. First, I should like to point out that there are approximately 62,000 
private dental practitioners in the country who are participating in the home 
town dental care program. According to the Veterans’ Administration figure 
more than one-half of the original dental examinations and more than &4 
percent of all dental treatment authorized by the Veterans’ Administration ar 
accomplished by private practitioners. 

Now the fees paid to these dentists are not determined by each individua 
Rather, they are determined by negotiation between the central office of the 
Veterans’ Administration and the various State dental societies. The schedules 
finally agreed upon for each operation have statewide application and represent 
the average fee charged by all dentists to private patients for similar operations 
The fees are neither the highest nor the lowest prevalent in the State and they 
may vary from one State to another just as does the cost of any other servic 
The Veterans’ Administration is protected against overcharging by those whose 
ordinary fees may be lower than the stated schedule in that the dentist must 
certify in each instance that the fees charged are not higher than his customary 
fees to private patients. The dentist whose ordinary fees may be higher does 
not have a similar advantage over the Veterans’ Administration. 

The fee schedule which we are discussing was originally negotiated in 1946 
and 1947 and represented the average fees prevalent at that time. Betweer 
December 1949 and June 1951 the Veterans’ Administration froze all fee sched 
ules then in effect and refused, during that period, to negotiate for any upward 
revisions. Since that date'14 States, plus the District of Columbia and Puerto 
Rico, have, by renegotiation and the presentation of proof acceptable to the 
Veterans’ Administration, obtained an upward revision in some of the items 
contained in the fee schedule. Consequently, you can see that about two-thirds 
of the States are still operating on schedules which reflect fees normally charge 
during the period 1946-49, a period prior to the Korean war and the increase 
in the cost of living which has occurred since that conflict. 

Now the income of dentists is not nearly so great as is popularly supposed 
The average net income, before taxes, of all dentists in 1949 was $7,037, accord 
ing to figures prepared by the Department of Commerce. By 1951 it had risen 
only to $7,743, or approximately 10 percent. During this same period the overa 
cost of living, as measured by the Consumers’ Price Index, rose 13 percent 
and the per capita income of the Nation rose 19.5 percent. Dental fees during 
this period increased only 6.6 percent, or one-half of the noted increase in overall 
cost of living. An indication of the stability of dental fees is found in the 
average cost of a dental examination, including X-rays, as paid by the Veterans’ 
Administration. At the end of World War II this cost was $13. During this 
current fiscal year it has been $13.66. 

You have probably noted already that I said two apparently contradictory 
things: (a) That dental fees had remained relatively stable and (b) that the 
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income of the average dentist increased. This is explained by the fact that 
dentists are more and more increasing their efficiency to handle a greater volume 
of patients and to accomplish more work in a shorter period of time. This 
has come about through the establishment of multiple-chair offices which de 
crease the time required to shift from patient A to patient B and through the 
increased use of auxiliary personnel who can perform routine chores, or in the 
cease Of hygienists, minor operations, which formerly were performed by the 
dentist himself. 

I would now like to turn my attention to the first proviso. As finally 
enacted by the House of Representatives, it differs materially from the language 
originally proposed by the committee. As we interpret it, none of the funds 
provided could be used to provide outpatient service, including dental appliances, 
to any person who had not been adjudged to have a dental disability of sufficient 
severity itself to be 10 percent disabling on the basis of total physical disability 
unless the veteran could show that a dental disability of lesser degree had been 
in existence at the time of his discharge from service and unless he made appli 
cation for treatment within 2 years from the date of his discharge or 1 year 
after the enactment of H. R. 5960, whichever is iater. 

The effect of this proviso will be to destroy, with respect to dental disabili 
ties, the so-called prima facie rule, which rule holds in effect, that if a disability 
is found to exist within 1 year after discharge it will be presumed to have been 
incurred in service. With this intent the association is in full accord, believing 
that the records of the Armed Forces should show the condition of the mouth 
at the time of entrance into and exit from the service and that the difference 
should represent the extent of service-connected oral disease. Under procedures 
now in effect throughout the armed services whereby bite-wing X-ray pietures 
are taken within 60 days after entry into service and again at the time of dis 
charge, this determination will not be difficult to make with respect to Korean 
veterans. 

However, with respect to World War II veterans there are no such X-rays, 
and consequently each case will have to be adjudicated upon the basis of exist 
ing—and not always too well kept—records or upon the basis of supporting affi 
davits. In the case of Spanish-American War veterans, Public Law 984, Sist 
Congress, granted to them automatic service-connected disabilities for all ail 
ments. This amendment would have the effect of amending that law by impli 
cation and such Spanish-American War veterans would hereafter be compelled 
to prove that their dental disabilities are service connected 

In its report, the House committee made reference to the amount of work 
done by staff dentists and suggested that there should be less paperwork and 
more chair-side endeavor by those employed by the Veterans’ Administration 
One effect of this proviso would be to increase immediately the burden of paper 
work upon the dentists employed in the Department of Medicine and Surgery 
and would thereby materially lessen their ability to increase their amount of time 
spent in dental operations. This would result because when reduced appropri 
ations 2 years ago compelled the Veterans’ Administration to reduce personnel, 
one place in which the reduction was made was in the number of dentists em 
ployed by the Claims Department of the Veterans’ Administration. These 
dentists, who are not members of the Department of Medicine and Surgery, actu 
ally adjudicate the claims for dental disability. When they were reduced in 
number the Administrator ordered that dental adjudications be made by a nor 
dentist in offices where no Claims Department dentist was available and that 
these adjudications be reviewed by the dentists of the Department of Medicine 
and Surgery. Automatically this procedure forced the Department of Medicine 
and Surgery dentist to take more time away from the chair and to spend it in 
paperwork. 

This proviso will increase that load almost at once I believe that it is a 
historic fact that when veterans’ benefits are about to expire with respect to 
time for making application, the number of applications automatically inereases 
out of proportion to the normally anticipated load for that period. Certainly, if 
the effect of this proviso will be to require applications for treatment to be 
made within 1 year from the date of its enactment it is only reasonable to expect 
that a large number of the 11 to 16 million World War I and II veterans who 
have not so far qualified for dental benefits will attempt to do so before all 
possibility is gone. This will increase astronomically the amount of paperwork to 
be done during the next year. 

It should also be noticed that the first proviso does nothing to limit repeat or 
subsequent treatment by veterans who have already made or who will within the 
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next year make application for treatment. While the appropriated funds will n 
be available after the beginning of fiscal year 1955, still the fundamental! vest: 
right of the veteran to treatment will, in spite of the proviso, continue long 
after that. A second proviso, originally proposed by the House committee, wt 
would have prevented this result was not enacted. 

Earlier I mentioned the so-called tooth-entity theory It is this theory, wi 
which the association disagrees, that tends to encourage repeat treatments 
to extend the cost so vastly during the later years of life 

It should also be noticed that while the second proviso contained in the 
permits the continuation of adjunct, or related, dental services in connection 
with other service-connected disabilities, it is not clear in the first proviso whethe 
or not the funds provided are intended to include the cost of outpatient treatmen 
rendered in Veterans’ Administration facilities or whether the entire $23 million 
is to be made available for fee-basis treatment only. In the testimony of Dr 
Fauber, earlier referred to, it was shown that in fiscal year 1952, for exampl 
payments to home-town dentists on a fee-hasis arrangement were $29,156,370 f 
treatments exclusive of examinations, and that additional treatments to the 
value of $4,740,262 were completed by dentists employed in Veterans’ Administ: 
tion clinics. The proviso needs clarification as to this point 

The association is of the opinion that this entire matter of dental treatment 
for veterans needs a thorough reexamination and that such examination w 
necessarily take more time to consider and evaluate all of the different equitie 
involved than can possibly be given by an Appropriations Committee. With this 
need in mind, the association’s house of delegates last year directed its council o7 
Federal dental services to make a study of the situation in conjunction with th 
council on legislation. The recommendations of these two councils will be pre 
sented to the house of delegates for action in late September and it is anticipated 
that the association will have a bill ready for introduction into the next sessior 
of this Congress. This bill will take into account the historical background of 
this program, the basic laws under which it is administered, the administrativ« 
regulations and interpretations which have been made, the need for dental care 
by the patients in hospitals and domiciliary institutions, the need for dental care 
as a service-connected entitlement on an outpatient basis and the need for s¢ 
called adjunct and auxiliary dental treatment. It will reflect the considere 
evaluations of dentists with respect to the dental care needed by veterans an 
should do equity to doth the veteran and to the taxpayer. 

Therefore, it is the present recommendation of the association that your 
committee : 

(a) Increase the amount of the proposed funds for outpatient care to ai 
amount reasonably related to the amount of dental treatment which ear 
profitably be provided during fiscal 1954 

(b) Retain the earmarked appropriation for dental services indicating 
clearly that this sum is for the services provided by home-town dentists o1 
a fee basis as distinguished from outpatient care provided in Veterans 
Administration facilities. 

(ec) Strike both provisos from the bill; 

(d) Include in the language of the report a recommendation that the 
legislative committees of Congress review the Veterans’ Administration pro 
gram in its entirety at the earliest possible date. 


Mr. Garvey. If I may have a few minutes, I would like to em 
phasize some of the points which are in this bill because I think they 
are important and I think the dental association has peculiar know] 
edge of the facts and that it can help this committee. 


REQUEST FOR RESTORATION OF FUNDS 


There are three elements to which I would like to address my atten 
tion particularly. The first is the $23 million appropriation. We 
feel that this amount is WArOniNes®. The demands of veterans for 
dental treatment cannot be limited except by appropriations, but to 
limit them merely postpones the fact, and, in fact, increases the cost 

We believe that the amount reflected in the appropriations should be 
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equivalent to the amount that the Veterans’ Administration can profit 
ably spend in the interest of the Government for dental treatment. 

I believe that Dr. Boone testified before the House committee that 
it would probably take $52 million. Now, whatever amount the com- 
mittee provides, we feel that this $23 million is merely a stopgap, that 
is not an adequate amount to provide for the amount of care that 
will be demanded, and we would like your committee in its discretion 
to eXamine a reasonable amount so there would not be these constant 
complaints from veterans that they have applied fer and have been 
authorized to have treatment but that the y cannot get it because funds 
are not available. 

Secondly, we would like to address our attention to the fact that 
the appropriation is earmarked and the association would highly com 
mend the Congress for that factor. We believe the earmark for dental 
appropriation will permit the dental division to know the amount of 
funds which it will have available and, knowing that, that it will be 
able to carry out a program which will be profitable to Government 
and provide an amount of care that will be sufficient. 

You will notice that last line on page 12 and first 13 lines on page 13 
there is a rider attached to this ap propr iation. Weare opposed to leg 
islation by appropriations committee on the theory that the appro- 
priations committee does not have the time to go into the matter 
thoroughly. 


RECOM MENDED PROGRAM EXAMINATION 


We would recommend, first, that this entire rider be stricken and 
that your committee include in its report a recommendation that the 
legislative committees of the House and Senate examine this program 
thoroughly, make a complete reexamination of the Veterans’ Admin 
istration dental program, and the American Dental Association will 
be happy to cooperate. As a matter of fact, the American Dental 
Association has had two committees study the problem now for a year, 
and we expect to be able to present to the next session of Congress 
« bill which will represent the professional viewpoint and which will 
take into account the needs of veterans. 

And at that point I should like to say that more than one-third of 
the members of the association are veterans of World War II, and a 
great many more are veterans of the First World War. We still have 
new veterans coming all the time out of the Korean war, as you, as 
chairman of the Armed Services Committee, know very well. 

With respect to this rider itself, we feel that even if it should 
left in, that it does not do the job which it should. \s we interpret 
it, none of the funds which are provided could be used to provide 
outpatient service, including dental appliances to any person who pee 
not been a subject of a dental disability of sufficient severity itself, 
temporarily disabled on the basis of the total disability except enden ‘I 
two conditions: One, that the veteran could show that as of the time 
of his discharge a dental disability of lesser degree was actually in 
existence; and secondly, unless he applied within 1 vear from the date 
of his discharge, or 2 years from the date of his icechaas or 1 year 
after the enactment of H. R. 5690, whichever is later. 
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The effect of this will be to destroy the so-called prima facie rule, 
which holds in effect that if a disability is found to exist within 1 year 
after discharge, it will be presumed to have been incurred in service 
With this intent the association is in full accord, believing that th 
record of the Armed Forces should reflect the condition. 

But, as a practical matter, only with respect to the Korean veterans 
do you have X-rays taken within 60 days after the man goes int: 
service and taken again at the time of his discharge. All other adju 
dications for World War I veterans and IT veterans and for Spanish 
veterans will have to be made on the basis of records or affidavits. 

The House committee commented in its report that the veterans 
and dentists were spending too much time on paperwork. The effect 
of this provision will make them spend more time on paperwor! 
because while adjudication is normally made by the claims depart 
ment of the Veterans’ Administration, when personnel was reduced 
2 years ago it became necessary to use D. M. and S. dentists, who 
should be devoting part of their time to the chairside to make these 
examinations. 

Consequently, one of the effects would be to increase paperwork 
and not to diminish it. 


SPANISH WAR VETERANS 


A second point which we would like to make in this respect is that 
this amendment will, by implication, amend Public Law 584 of the 
80th Congress, which granted automatic service connection for Span 


ish War veterans for disabilities. Spanish War veterans who have 
been receiving it will be forced to go back and prove connections with 
those disabilities, which is almost impossible to do in view of the state 
of the Spanish War records. 

We should also like to say that we do not think that rider is cleat 
in its legislative interpretation as to whether or not it applies to out 
patient treatment generally, which includes that given by the Vet 
erans’ Administration, or only to the hometown dental program. 

Now, 2 years ago in fiscal 1952, there was $29 million spent on the 
hometown dental program ee plus a larger sum spent in exami 
nations as distinguished from treatment. At the same time, the Vet 
erans’ Administration in their own clinics, did about $4 million worth 
of work. 

So, unless the language of that rider is changed to reflect what I 
think was the intention of the House committee that this sum should 
be limited to the outpatient or hometown program as distinguished 
from outpatient programs within the Administration, serious com 
plications might result. 


LANGUAGE CHANGE SUGGESTED BY VA 


Senator Sauronstaty. The Veterans’ Administration brought that 
out and suggested a language change. 

Mr. Garvey. I wasn’t here at the time, so I don’t know about that. 

Secondly, I would like to say that the American Dental Association 
is in favor of adjunct treatment, or auxiliary, in either service or non- 
connected, on an inpatient basis only. 
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RECOMMENDATIONS 


I would like to conclude by reading the four recommendations 
which we would like to make with respect to this bill: 

A. That the amount of the appropriation for outpatient care be 
increased to an amount reasonably related to the amount of dental 
treatment which can profi tably be provided during fiseal 1954. 

B. That the appropriation for outpatient. dental services be clearly 
earmarked to indicate that this sum is for the services provi led by 
home town dentists on a fee basis as distinguished from outpatient 
dental care provided in Veterans’ Administration facilities. 

That both the provisos be striken from the bill at this time. 

D. That there be included in the language of the report of this 
committee a recommendation that the legislative committees of Con 
gress review the Veterans’ Administration dental program in its en 
tirety at the earliest possible date. 

Senator SavronsraLy. Thank you very much, Mr. Garvey. 

Mr. Garvey. You’re welcome. 

Senator Sarronsraty. The next witness is Senator Schoeppel of 
Kansas, who wishes to make a statement to the committee. The Chair 
will recognize Senator Schoeppel. 


Winter Generat Hospirau, Topeka, Kans. 


STATEMENT OF HON. ANDREW F. SCHOEPPEL, A UNITED STATES 
SENATOR FROM THE STATE OF KANSAS 


Senator ScnorrreL. I am appearing before you today in behalf of 
thousands of sick veterans who have been denied proper treatment due 
to the lack of trained personnel. 

I am appearing before you, urging that you provide the funds to 
build the new hospital plant in Topeka—a hospital that is so neces- 
sary if we are to provide the trained personnel to care for our mentally 
ill veterans, 

The Veterans’ Administration established Winter General Hos- 
pital in 1946. It took over an old hospital plant consisting of approx- 
mately 200 one-story shacks, From the start the shysical plant has 
been inadequate. We have spent thousands of dollars repairing and 
remodeling these facilities, dollars which should have gone toward 
the construction of a modern plant. We have already appropriated 
$400,000 for the purchase of a site. Every dollar we now spent on the 
old facilities which must be torn down and removed is only that much 
money wasted. 

The Winter Hospital has provided treatment to more than 25,000 
veterans from Kansas, Oklahoma, Missouri, and surrounding States 
during the past 5 years. It has been designated as a training hospital 
in the field of psychiatry. The Veterans’ Administration relies 
heavily upon it for its supply of trained psychiatrists. 

The staff is one of the finest in the country and has gained interna- 
tional repute. 

I sincerely hope that this committee will provide the funds for this 
hospital so that our mentally ill veterans may be properly treated and 
the staff provided with the equipment and facilities to render the ulti- 
mate amount of service. We owe it to the veterans—we owe it to the 
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staff, and we owe it to the taxpayer, to stop wasting money on inade 
quate facilities such as those found at Winter Hospital. 

Senator Saltonstall and members of the committee, I hope the com 
mittee will not deem it too presumptuous on my part when I the othe: 
day directed a letter to each member of your committee and enclosed 
therewith a brochure or some information with reference to the Winte: 
General Hospital, that is located in my capital city of Topeka, Kans 

Senator SauronstaLty. Would you consider it presumptuous, o1 
consider it helpful ? 

Senator Scuorrren. I am sure it is helpful and I am sure it is not 
overstated. 

The pleasant task that I have this afternoon is to present one-half 
of the famous team of—as we call them in Topeka—the Meninge: 
boys, Dr. Will and Dr. Carl Meninger. They have developed that 
great Meninger Institute out in Topeka that has fitted so remarkably 
well into the veterans’ program during World War IT; and I want 
this committee to know that not only because it happens to be in my 
State, connected with the Winter General Hospital. I am not appear 
ing here solely because of Topeka, the capital city in the State of 
Kansas, but I think it would be a mistake if we did not enlarge that 
institution, namely, Winter General, to care for this veteran pone. 

This afternoon I wanted to present personally to you men Dr. 
Meninger, who serve din various and important capacities in the 
erans’ Administration as a consultant and probably knows more th 
any man in our entire area about the psychiatric care and treatment 
and what they have done in connection with the Veterans’ Adminis 
tration. 

I know your time is limited, and I shall, if need be, present an add 
tional statement to go into the files of the committee. But this after 
noon I want to let Carl take over here. He can tell you about the pro- 
gram and I am sure he can answer a lot of questions. I am happy, 
indeed, to present him to you. 


STATEMENT OF DR. CARL MENINGER, TOPEKA, KANS. 
PSYCHIATRY IN VA HOSPITALS 


Senator Satronsrauti. Dr. Meninger, we are glad to welcome you. 
That is a very flattering but, the Chair presumes, a very factual intro 
duction. 

Dr. Mentncer. Mr. Chairman, I am a representative of a rare and 
strange species of human beings, and I might as well expose myself. 
Psychiatrists are not very numerous and it is perfectly legitimate to 
wonder, I think, as our patients often do, just what they are really 
a” 

I don’t only represent psychiatry, however; I represent about 1,400 
patients that are sweltering in one-story barrack buildings. 

In the third place, I want to be a representative of a magnificent 
program of graduate medical training that the Veterans’ Adminis 
tration established in 1946, which represents what American Medica! 
Association and American College of Surgeons and quite a few of us 
helped Dr. Hawley and General Bradley to set up, and which Dr. 
Boone has so magnificently carried on during his present administra 
tion. J 
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This program was the largest and the finest graduate training pro 
gram in the world, and it represents great vision, I thin’t, on the part 
of Generals Hawley and Bradley and their counselors. These men 
were not acting from idealism, I think, so much as from realism, be- 
cause what they discovered, both of them, when they got into the Vet- 
erans’ Administration, was the fact that the patients they had to take 
care of were largely psychiatric. 

Now, these psychiatric patients still constitute our largest load, and 
the load is increasing. ‘This increasing load of psychiatric patients 
is an increase in the expense for every State in the Union and for the 
Federal Government, and it wll continue to increase without question. 

I gave up most of my private practice 7 or 8 years ago to help Ger 
eral “Hawley and the rest of these men get this thing started. I had 
inspiration of what psychiatry might be from my teacher at Harvard 
Medical School several years ago, and I discovered then how neglected 
this field is. I didn’t know then what some do not know now, and tl 
is that we do not have nearly enough psychiatrists. 

The opening of every hospit: al in the Veterans’ Administration con- 
stitutes a terrific proble m for that reason because psyc hiatrists cannot 
be made overnight. That is the only reason that I would be disposed 
to make special pleading for one institution before this committee 
which has to decide so many important things. 


VA TRAINING HOSPITAL 


The Topeka hospital was set up as the principal training hospital 
for the Veterans’ Administration. We are still training more than a 
fourth of all of the psychiatrists that are trained in the VA, and, 
indeed, quite a considerable percentage of all those trained in the 
entire United States, as we have far and away the largest training 
center in the world there. 

That training center depe nds very largely on this hospital, which 
was built as an Army hospital, but it rapidly deteriorated. The Presi- 
dent authorized a new hospital immediately after we began this pro- 
gram, but, for one reason and another, an appropriation for it was 
deferred. Meanwhile, these two-hundred-and-some shacks are falling 
apart. 

The training program, on the other hand, has improved, so that the 
Veterans’ Administration depends heavily on the output of psychia 
trists, of which they have all too few for these new hospitals, which we 
are supposed to train for them and which we are working hard doing. 

The reason why we think that is an economy is that possibly it is not 
common knowledge that a very large portion, I will say 75 percent of 
psychiatric patients, which constitute the chief load of the VA, can be 
cured within a year if they get proper personal attention and the 
proper professional treatment. But you cannot do that if you do not 
have the personnel, and if you donot cure them within a year, so often 
they become chronic patients and remain for a long time, and those 
become very expensive, on the one hand, besides being a waste of 
human life, on the other. 

So we think the more of these men we can inspire to go into psy 
chiatry, and more hospitals we can equip to make them efficient, the 
better off everybody concerned will be. 
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I think I have really said my piece. I will be glad to answer qu 
tions. I only wanted to submit that it is very important that th 
particular hospital be continued for its training value—for the value 
of the training which we supply. 

The patients in it, I think, are entitled to as good care as they 
get elsewhere from a structural standpoint. We are not getting it 
We do our best to make that up with the human factor, but it 
not quite fair, and it is not quite, I would say, decent in some re 
spects. It is not quite up to standard, and it is not good teaching 
practice to teach men how to teach patients under these rather « 
plorable physical conditions. 

That is why I very much hope that the appropriation which th 
House recommended or made, which incidentally was recommended 
several years in succession by the Advisory Board of Consultants 
from all over the United States to the Chief Medical Director of 1 
VA. 

I very much hope that the committee will see fit to concur 
that. 


NEW HOSPITAL CONSTRUCTION 


Senator SaAuvTonsTaLL, Thank you, Doctor. 

The problem before this committee, as the Chair sees it, is hov 
fast to go on the building of these new hospitals, taking into coi 
sideration the capital expenses involved and the cost of operating 
them, of carrying them forward and servicing them, as we must 
insist that they be serviced. 

Dr. Mentncer. Did the chairman understand my point that you 
won't even be able to service some of them if you don’t have per 
sonnel? At the present time our psychiatric shortage is hard 
to convey dramatically enough to you. There simply are not enough 
psychiatrists. 

There are not a half dozen hospitals in the United States that 
have their full quota of psychiatrists, and I am including the State 
hospitals as well, about which I have some information. 

Senator SaLTonstaLL. Thank you very much, Dr. Meninger. Ws 
are honored to have you here before us. 

Dr. Menrnorer. Mr. Chairman, do I have permission to add 
30 seconds to my testimony ? 

Senator Sanronstauu. Certainly. 

Dr. Mentncer. I believe it was the chairman who spoke about 
new construction. Is it quite clear to the committee that that is 
a replacement of an existing hospital which is, I think, costing u 
too much at present because of the enormous cost of repair? We 
have that maintenance cost going on anyway, so that you do not 
increase maintenance costs by this. As a matter of fact, I think 
you might diminish them. 

Senator Satronstatn. Thank you, Doctor. 
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STATEMENT OF HON. FRANK CARLSON, A UNITED STATES SENATOR 
FROM THE STATE OF KANSAS 


GENERAL STATEMENT 


Senator SALTONSTALL. Se “ge Carlson, the Chair has received 
letter from you presenting Dr. Carl Meninger when you thought you 
could not appear. De you wish to add a statement, or shall we just 
put the letter into the record ? 

Senator Caruson. I had hoped to get over here before Dr. Car! 
Meninger was called before the committee as a witness. 

I know it is not necessary, but 1 did want to state that Dr. Meninger 
is not only a great citizen out in Kansas but he is nationally and 
in iternationally known in the psychiatric field. He has done a mag 
nificent. job in the State not only with the Winter General Hospital, 
but he and his brother have been a great help in assisting us in work 
ing out a mental-health program that has been of great value. I sin 
cerely hope that his request will be given every consideration, not just 
for the Meningers but for the veterans and the Nation as a whole. 

Senator SavronsrauL. Thank you very much, Senator Carlson. 


STATEMENT OF HON. LESTER C. HUNT, A UNITED STATES SENATOR 
FROM THE STATE OF WYOMING 


GENERAL STATEMENT 


Senator SALTonsTaLL. Senator Hunt is here, who wishes to make 
very brief statement on the dental section of the Veterans’ Adminis 
tration. 

Senator Hunt. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, | would like to call 
vour attention, if I may, please, to the House bill on the floor of the 
House. You will find the amendment on page 13, starting with the 
proviso. 

I would like to say to the committee this is a tremendously important 
piece of legislation. Less than 5 minutes was devoted to its consider 
ation on the floor of the House. Only 5 gentlemen addressed them 
selves to the amendment, 2 of them opposing it and 1 favoring it. 
The gentleman who introduced it was a Mr. Ford, of Michigan. 


PROPOSED AMENDMENT 


This is an amendment that deals with dental diseases, and I am sure 
Mr. Ford is not a professional man, and it is a matter that should 
have considerable study by professional people rather than such im 
portant legislation being proposed from the floor. 

May I read the amendment, gentlemen : 

Provided, That no part of this appropriation shall be available for outpatient 
dental services and treatment or related dental appliances with respect to a 
service-connected dental disability which is not compensable in degree unless 
such condition or disability is shown to have been in existence at the time of the 
discharge, and application for treatment is made within 2 years after separation 
from the service, or 1 year after enactment of this act, whichever is later: Pro 
vided, That this limitation shall not apply to adjunct outpatient dental services 


35308— 53 -26 
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or appliances for any dental condition associated with and held to be agg 
vating disability from other service-incurred or service-aggravated injury 
disease. 

I think, gentlemen, that this is a very similar amendment to one 1 
House did not take dealing with the admission of nonservice-conne 
patients to veterans’ hospitals. 

I want to say in all fairness this is a costly program. But to s! 
it off so abruptly, having given this service to thousands and then 1 
making it available to additional thousands is, in my way of think 
absolutely not fair. 

Speaking professionally, no man is capable, even with professix 
knowledge, to state definitely just what oral conditions, oral diseas 
just what part they play in the general systemic condition. But 
do know that there is a direct effect on the whole system of oral sep 
or the infection in the oral cavity, that does have a bearing on ot! 
conditions of the body. 

And I would like to make the suggestion, Mr. Chairman, that t] 
provision be stricken from the bill. It isa provision that needs study 
It is not fair the way it is now written into the bill. 


ADA PROPOSED LEGISLATION 


The American Dental Association do have at the present time leg 
lation under consideration which will be introduced from a scient 
standpoint, which will, to a very great extent, correct the unusi 
costs that are being placed on the Government as a result of dent 
care. 

Mr. Chairman, my first recommendation to the committee 
that it be stricken in its entirety. 

Secondly, if you do not see fit to accept that recommendation, t! 
may I suggest to you this amendment: That on line 7, starting w 
the word “within,” that the balance of the line through the word “ 
in the next line 8 be stricken, and that in line 9 the words “whiche\ 
is later” be stricken. 

That, Mr. Chairman, would leave the amendment by the gentlemar 
from Michigan with this provision, that these services would not 
available unless applied for within 1 year after the passing of 1 
Act. Asthe amendment now stands, within two years after separatio 
from service would preclude thousands who are entitled and shou! 
have this service from getting it. But those who are entitled to 
and should have it, giving them the 1 year from the passage of t! 
Act. to apply for it, I would not object too strenously to that. B 
I do think that. the whole amendment should be stricken from the bil! 

Senator Sauronstatu. Thank you, senator. 

(The following resolutions and statements were submitted :) 

VETERANS’ ADMINISTRATION, 
Washington 25, D. C., June 25, 19538 
Hon. LEVERETT SALTONSTALL, 


United States Senate, 
Washington 25, D. C. 

Dear SENATOR SALTONSTALL: In accordance with your request of yesterday 
there is submitted herewith data concerning the utilization by the Veterans’ 
‘dministration of beds in military hospitals for the use of veteran beneficiaries 

On August 16, 1950, the Director of Medical Services, Department of Defense 
advised the Administrator of Veterans’ Affairs that the Korean situation rv 
quired the removal of veteran patients from all Army hospitals. By negotiatior 
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with. him, however, the Veterans’ Administration was able to retain 570 beds in 
Army hospitals, 325 of which were tuberculosis beds at Fitzsimons General Hos- 
pital, Denver. 

On September 1, 1950, the Veterans’ Administration was advised by the De- 
partment of Defense that the Korean situation required a rm duction in the num- 
her of beds allocated for veterans in Navy hospitals. 

The Department of Defense agreed to continue 1,360 beds allocated to veterans 
in military hospitals throughout fiscal year 1952 provided the military situation 
permitted and with the further proviso that the 400 beds allocated in the United 
States Navy Hospital in Philadelphia would be phased out as the Veterans’ Ad 
ministration activated beds in the new Veterans’ Administration Hospital in 
Philadelphia then under construction, but now completed and activated. 

Throughout the negotiations which took place between the Department of 
lefense and the Veterans’ Administration during the period above summarized, 
the Veterans’ Administration has constantly pointed out that additional beds 
for veterans could be utilized in military hospitals should such be made avail 
able to the Veterans’ Administration. The latter further requested that the 
Department of Defense advise the Veterans’ Administration at such time as 
beds became available for veterans in military hospitals, which would not be 
required for military patients in order that the Veterans’ Administration might 
consider utilization of additional beds in military hospitals. To date the Vet 
erans’ Administration has not been so advised. 

In response to a letter which the Administrator of Veterans’ Affairs addressed 
to the Director of the Bureau of the Budget, dated April 30, 1953, regarding beds 
for veteran beneficiaries in United States Naval Hospital, Philadelphia, the 
Director of the Bureau of the Budget replied on May 20, 1953, in part as follows: 

“For some time there has been in effect the policy whereby the Veterans’ 
Administration has been progressively withdrawing from the use of other Fed- 
eral facilities in continental United States as its new hospital construction 
program is being completed. The policy anticipates the ultimate reliance by the 
Veterans’ Administration exclusively upon the resources of its own hospital 
system which exceed the combined total hospital resources of all the rest of the 
Federal Government in this country, including the Department of Defense. 

“Such a policy appears to be fundamentally sound and it is expected that it 
will continue to be reflected in future budgets on a basis which will be both 
orderly and prudent. * * * 

“As to the question you raise regarding continued use of beds in the Phila 
delphia Navy Hospital, within the funds provided in the budget for contract care 
in other Federal hospitals, it is discretionary with you to determine the need 
for beds in the Philadelphia area in relation to other areas of the country.” 

During the fiscal year 1953, we have had a total of 470 beds located in 3 
Army hospitals, 520 beds located in 10 Navy hospitals, and 30 beds in 1 Air 
Foree hospital, the latter in Alaska. 

Predicated on Senate confirmation of House action, and approval of proposed 
bed allocation by the Office of the Secretary of Defense, it is anticipated the 
Veterans’ Administration will have during fiscal year 1954 570 beds located in 
Army hospitals, which is an increase of 100 beds, 610 beds located in Navy 
hospitals, which is an increase of 90 beds. The Air Force allocation would 
continue the same, that of 30 beds. This would increase the number of beds 
in military hospitals by 190. 

With the exception of Fitzsimons Army Hospital, at Denver, and Tripler 
Army Hospital, Hawaii, we are normally excluded from admitting veterans 
suffering with tuberculosis, neuropsychiatric, and contagious diseases in mili 
tary hospitals, and there is disposition not to desire chronic or long-term Cases, 
whereas in our own hospitals we are free to admit as we see fit, irrespective of 
diagnosis. It is obvious that the policy of retention of beds for military per 
sonnel in military hospitals is based on the national military situation as is 
evidenced by the first part of this letter. Beds are available between periods of 
active military participation and much reduced when the military requirement 
for beds is acute. 

The present approved Veterans’ Administration program of 174 hospitals 
should make it possible to execute the above-enunciated policy of the Director, 
Bureau of the Budget ; however, the Veterans’ Administration believes it advan 
tageous to indefinitely continue the utilization of a limited number of beds in 
hospitais of the Armed Forces. 

Sincerely, 
H. V. StTrreina, 
Deputy Administrator 
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RESOLUTION RE: RESTORATION OF Proposep Cuts In VA HosprraL BupGrt 


Proposed by James P. Lazzati and John J. O’Conner, Jr 


Whereas $5 million of the tavpayers money has heen invested in the constru 
tion here in Baltimore of the country’s most modern hosptial for veteran tuber 
cular patients, which institution is currently utilizing but 94 of its 289 beds; ar 

Whereas new wards cannot be placed in operation and new personnel employed 
if the proposed drastic cut of $31 million from the Veterans’ Administrat 
budget is enacted into law for the next fiscal year; and 

Whereas in particular, this lack of available and necessary care proved f 
in a recent instance because of the delay and time consumed in processing 
veteran’s application for admission to a VA facility; and 

Whereas the waiting list on file at the Veterans’ Hospital, 3,900 Loch Rav 
Boulevard, has grown so rapidly it already contains more than enough ap 
cants—mainly former servicemen from Maryland—to fill the hospital beyor 
eapacity at this time: Now, therefore, be it 

Resolved, That the Catholic War Veterans, Department of Maryland, in « 
vention assembled this 7th day of February 19538, go on record as vehement 
opposing any reduction in the budgetary allocation to the Veterans’ Administ 
tion which would jeopardize the full operation of the Veterans’ Hospital on Loc} 
Raven Boulevard, or the proper operation of other VA hospital facilities whereve 
needed throughout the country ; and be it further 

Resolved, That copies of this resolution be furnished to the President « 
United States, the chairmen of the Appropriations Committees of the Ser 
and House of Representatives, the Maryland delegation in Congress, the Sen 
and Congressmen from the other States of the Union, Gen. Carl Gray, Ad) 
istrator of Veterans’ Affairs, the Federal Personnel Council, the national pr: 
services, and the local press of the city of Baltimore. 


COM MISSIONERS’ RESOLUTION No. 933a 


A RESOLUTION FAVORING THE CONTINUATION OF THE Fort THOMAS VETERANS 
HOSPITAL, AND REQUESTING THE APPROPRIATION, ALLOCATION, AND CONTINUAN( 
OF FUNDS FOR THE MAINTENANCE THEREOF 


The Board of Commissioners of the city of Newport, Ky., views with alarm 
the proposals to cut the budget and appropriation for the medical and hospita 
care for the disabled veterans of the United States of America, and in this con 
nection, feels that such-a cut will spell virtual doom to the Fort Thomas Veterans 
Hospital, located at Fort Thomas, Campbell County, Ky., which has been a boon 
and help to those veterans who are rightfully and morally entitled to medica 
and hospital care by virtue of the unselfish service which they have rendered to 
their country in time of crisis. 

The Board of Commissioners of the city of Newport. Ky., further feels that 
norally. and in keeping with the obligations which this Government has to those 
who so faithfully served it during the wars which were fought for the surviva 
of democracy, that it continue the Fort Thomas Veterans Hospital, and that 
sufficient funds be appropriated and budgeted so that said hospital can be con 
tinued and full manned, staffed, and maintained so that all of the medical and 
hospital services which the veterans require and need, can be, and will be 
furnished to them ; now, therefore, be it 

Resolved by the Board of Commissioners of the city of Newport, Ky.: 


SECTION 1 


That the Congress of the United States, and all of the various committees of 
Congress, together with President Eisenhower, and the Budget Bureau be. and 
each of them are, hereby requested to appropriate and budget sufficient funds to 
offset the curtailment and reduction of hospital and medical services to the 
veterans of this country, and that more particularly, that sufficient funds be 
appropriated and budgeted in order to insure the continuous and uninterrupted 
operation and maintenance of the Fort Thomas Veterans Hospital at Fort 
Thomas, Campbell County, Ky. 
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SECTION 2 


That the reduction or curtailment of funds for the proper administration, 
continuance and operation of hospital and medical centers for our veterans, and 
the discontinuance or reduction of medical and hospital servires at the Veterans 
Hospital at Fort Thomas, Ky., would be a breach of faith and avoidance of the 
obligations which the United States of America owes, both morally and legally, 
to those who offered their all for the service of their country. 


SECTION 3 


That a copy of this resolution be forwarded to the following : 
1. President of the United States. 

Budget Bureau. 

Congressman Brent Spence. 

Senator Earle C. Clements. 

Senator John Sherman Cooper. 

Senate Appropriations Committee. 

Senate Veterans Committee. 

House of Representatives Appropriations Committee. 

House of Representatives Veterans Committee. 


SECTION 4 


That this resolution shall be signed by the mayor, attested by the city clerk 
and published. 

Adopted this the 4th day of June, 1953. 

Rosert L. SIpELL, 
Mayor. 

Attest: 

Frep L. McLANE, 

City Clerk. 
Published: Kentucky Times-Star. 


Whereas, the Board of Commissioners of the city of Union City, County of 
Hudson, of the State of New Jersey heartily endorses the endeavors of the 
national administration and the Congress in reviewing the proposed national 
budget for the forthcoming fiscal year, and 

Whereas, the city of Union City is confident that waste and inefficiency in the 
administration of the National Government and expenditure of Federal funds 
can be eliminated to a marked degree as a result of such budgetary review, 
and 

Whereas, reduction of Federal facilities for adequate care of disabled veterans 
will cause an undue burden on already overcrowded facilities provided by State 
and local governments, and 

Whereas, continued service to the disabled veterans of the United States and of 
veterans recently returned and to be returned from the Korean conflict is one 
of the most vital services of the National Government; now, therefore, be it 

Resolved by the Board of Commissioners of the city of Union City, in the 
county of Hudson, of the State of New Jersey that: 

1. The Congress of the United States be memorialized to exercise extreme 
care and judgment in adopting reductions in the appropriations for the Veterans 
Administration in order to insure that service, facilities and benefits accorded 
and to be accorded disabled veterans and readjustment benefits for veterans 
of the Korean conflict shall be continued unimpaired and expanded where urgent 
need exists. 

2. Copies of this resolution, be forwarded to the Members of the United 
States Senate from the State of New Jersey, and the Congressman of the 14th 
Congressional District from the State of New Jersey. 


CLERK’S CERTIFICATE 


I, Wilfred G. Turner, clerk of the city of Union City, in the county of Hudson, 
N. J., do hereby certify that the foregoing is a true and correct copy of a resolu- 
tion adopted by the Board of Commissioners of the City of Union City, Hudson 
County, N. J., at a meeting held on June 4, 1953. 
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In witness whereof, I, the said city clerk, have hereunto set my hand 
aflixed the corporate seal of the said city, this day of June 4, 19538 
(s) Witrrep TURNER, 
City ¢ 


RESOLUTIONS OPPOSING PROPOSED REDUCTION OF VETERANS’ ADMINISTRATION 


FoR Fiscan YEAR 1953 


Whereas it has come to the attention of the members of Fort Meade P 
23, Inc., the American Legion, Department of Florida, that the House Veter 


\ffairs Committee is holding hearings in Washington, D. C., to conside 
Veterans’ Administration request for funds to operate during the fis 
of 1953, which starts July 1, 1954; and 

Whereas the members of said post are advised that the Veterans’ Ad 
tration has submitted a request for funds for the above-said fiscal yea 
the operation of administration, medica!, hospital and domiciliary care 
amount of $923,214,000; and 

Whereas the National Director of Rehan, tion and his staff have exa 
in detail the sum requested and consider same the minimum amount needs 
maintain the services afforded by the Veterans’ Administration at the same | 
as given in the past; and 

Whereas the members of said post are advised that there is a concerte: 
to reduce the amount of appropriations requested and that the Director 
Budget has recommended cuts in the Veterans’ Administration budget amo 
to $280 million; and 

Whereas it is the belief and conviction of the members of said post t 
reduction of said funds requested would have the effect of depriving | 
veterans of the benefits and services to which they are entitled by law ar 
which they have qualified by their devotion and service to their country; N 
therefore, be it 

Resolved: 

1. That we, the veterans and members of Fort Meade Post No, 23 
the American Legion, Department of Florida, hereby, as a body make know 
opposition to any reduction in the Veterans’ Administration request for fu 
for the fiscal year of 1953. 

2. That we, the aforesaid veterans and members, do hereby, as a body, reques 
and demand of our elected Representatives in Congress to make every effort 
to prevent a reduction in the amount of funds requested by the Veter 
Administration for said fiscal year. 

Fort MEAD Post No. 23, INc., THE AMERICAN LEGION 

DEPARTMENT OF FLORIDA, 

R. Bruce ALBRITTON, Commander 


W. E. Burcuert, Jr., Post Adjut 


City OF Boston, DEPARTMENT OF VETERANS’ SERVICES 
February 27, 195 


Hon. JouHn F. KENNEDY, 
Senate Office Building, Washington, D. C. 

GENTLEMEN : I am greatly troubled about the report that the contact se: 
of the Veterans’ Administration has received what should be charactertiz 
a damaging blow by the action of the House of Representatives in H. R 
This action has denied a small supplemental appropriation to be allocated t 
contact service of the Veterans’ Administration It may seem a sma ! 
but it is really otherwise. 

I know that you will remember my activity in the Veterans of Foreign W 
but my activity among veterans covers such a great period of time whic} 
may be aware of only in part or incidentally. May I stress it with you 
that I may qualify as an expert in this matter. Not only have I been a p 
representative of the Veterans’ of Foreign Wars at the Veterans’ Administrat 
at that time called a liaison officer, and have run the gamut of offices in 
Veterans of Foreign Wars to be a State commander and a member of the 
tional council of administration, have served times without number on | 
national rehabilitation committee and national legislative committee. I s 
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rvice as a State commissioner of veterans’ services and I am now serving 

soldiers’ relief commissioner of Boston In addition I have been a cl 
and student of everything that has had to 
cally the date of discharge, and I know from 

before the House Appropriations Comn 
\dministration that this subcommittee 

and the necessity of these services 


We must be honest at all times in relation t 
ns, and in particular he 


do with veterans dating 


inizations in relation to the veter: contact 


In late years, Congressmen on the House Subcommittee of Appropriatic: 
and year out, seem to believe that the veterans’ 

rvice the veterans insofar as information and 

I say that they cannot f 


he rights that are due them 
ily a supplementary to th mtact service I 
they have limited themselves to servicing 
ot denying their assistance to thes ho a 
the bottom of the list which is practically 
mands made by the members of the organ 
men who will not joint veterans’ organizations 
e benefits that are due to them under the laws passed by 
sachusetts, it is true, we have departments of veterans’ servi 
ind town, but somehow or other the veterans h 
take their troubles and difficulties in regard to Veterans’ 
ems to the Veterans’ Administration. Year after year, of late, this contact 
service has been under fire and reduced and reduced beyond the point that we 
in afford to have anything more happen to it We cannot the 
en who have been trained in the intricate and complex se 
organizations have not the money to provide the number of men that would be 
necessary to do the work of the contact service, nor have they the facilities a 
heir disposal to quickly train the men and keep them trained in the same 
manner that the Veterans’ Administration does with their contact men 
The contact service is really of extreme importance for the veteran. It 
direction, instruction 


Ke not 


ize ! 
Administration prob 


atiord to lose 


rvices Veteran 


Is 


there that he receives guidance, information, assistance, 

and friendliness. In many cases it is the threshold of hope and the light of a 
new day in his approach to the problems that beset him. I do not feel that 
any Congressman who would familiarize himself with the situation would be 
willing to diminish the amount of money spent on this important service. Rather 
they would take steps to increase it. 

If the contact service is eliminated : 

Who will prepare civil service letters? 

Who will prepare tax abatebent letters? (In the Commonwealth of Massa 
chusetts, with which of course I am most fatniliar, more than 60,000 certificea 
tions for tax abatements purposes are prepared by the contact division and 
more than 20,000 certifications for civil service purposes are prepared by the 
contact division annually. ) 

Who will counsel veterans in any authoritative manner in all the matt 
mentioned above? 

Does the Congress intend to provide the benefits and yet eliminate 
of acquainting veterans with them? 

Who will acquaint veterans with the complexities of Government forms and 
advise them as to the proper method of developing their claims for any benefits? 

Is it conceivable that this activity could be done by correspondence? 

If so, who is to handle such a tremendous volume of correspondence? 

Who will answer the thousands of letters that come into the Veterans’ Ad 
ninistration daily, containing general questions on veterans’ benefits, which are 
currently answered by the contact service? 

Who will talk with the literally thousands of veterans who visit the Veterans’ 
Administration in person daily? 

Who will visit veterans in State, county, and municipal hospita 

Who will visit veterans and their dependents who are confined t 

Your own office staff in Massachusetts should be familiar wi 
since it is my understanding that your staff constantly utilizes 

he Boston office cantact division to assist your many constituents 


the means 


p from your oflice. 

While I am not going to offer the Booz, Allen. Hamilton Report 
Bible on all matters related to the Veterans’ Administration, may 

would be profitahie for any Congressman who is interested in 
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insofar as this appropriation is concerned to read the Booz, Allen, Han 
Report in relation to the contact service. If they do, | am sure that this s1 
supplemental appropriation will be approved. 

[I am sure that you must be familiar with the amount The needs of 
contact division to continue for the balance of fiscal year 1953 are comparativ: 
small-——approximately $1,800,000. The contact service is in need of this 
plemental appropriation merely because the Congress passed Public Law 
an involved and expensive benefit, after the budget limitations for the cor 
service had been set for the fiscal year 1953. That service was therefore 
with two alternatives—either continue service to provide veterans with 
henefits which are theirs by law, or reduce their staff immediately to their 
budget ceiling and fail to render such service. In my opinion they chose 
I understand with good advice, the proper course. They continued the sery 
and counted upon an enlightened Congress to provide the necessary su; 
mental funds to finish out the fiscal year, and for the years to come. 

With sincere concern, 
FRANCIS X. COorrer, 


Cominissione 


UNItED STATES SENATE, 


COMMITTEE ON ARMED SERVICES, 
Washington, D. C.. February 17, 19 
Hon. STYLES BRIDGES, 
Chairman, Senate Appropriations Committee, 
United States Senate. 


Dear Stytes: You will recall our correspondence of last December relatin 
the cut in appropriations for Veterans’ Administration. 

Recently we have had letters from the various service organizations about 
matter and I would like to hand you one from the Disabled American 
eraus of Sioux Falls, 8S. Dak. 

One paragraph in this letter seems to sum up the situation particularly 
It reads: 

“We affirm the policy that the first obligation of our Government is to tl 
who gave their lives or sustained injuries as a result of wartime service 
we also hold that this obligation is a continuing cost of the wars, and we 
pudiate any denial of the great common responsibility to rehabilitate those 
served, sacrificed, and continue to suffer in order that our Nation can 
against our enemies.” 

I feel, too, that if we must have wars, we must pay for them. Part 
cost is paying for care of the participants. 

With kindest regards, IT am 

Sincerely yours, 
FRANCIS CASI 
Nouth Dakot 


DISABLED AMERICAN VETERANS, 
Sroux Fats CHaprer No. 1, 
Siougr Falls, S. Dak., February 11, 19 
Hon. Senator FRANcIS CASE, 
United States Senate, Washington, D. C 

DEAR CONGRESSMAN: I am writing to you as the adjutant of our local Disabl 
American Veterans Chapter. As you well know we were fortunate enough 
have a very beautiful Veterans’ Administration hospital built in our city. At the 
time we, of the Disabled American Veterans, were very proud and considers 
ourselves very lucky, but now, due to this economy move that Washington | 
started, this lovely hospital, and a very worthy shrine to those who suffered and 
died for their country, is more a disgrace than anything else. This is all brought 
about by the fact that the hospital is pitifully undermanned. A broken body does 
not mend overnight. Things started in just this same manner after World War | 
and if ever a country and administration should hang their head in shame, the) 
should. Those boys were asked to lay down their lives and bodies, which the 
did and then were treated like the scum of the earth. Do you think that was fair 
We younger members of the Disabled American Veterans do not intend to stand 
by and watch a repeat performance of such a mistake again. 

We affirm of the policy that the first obligation of our Government is to thos¢ 
who gave their lives or sustained injuries as a result of wartime service, and 
we also hold that this obligation is a continuing cost of the wars, and we repudiate 
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any denial of the great common responsibility to rehabilitate those who served, 
sacrificed and continue to suffer in order that our Nation can survive against our 
enemies. 

We also wish to reaffirm our faith and confidence in the Veterans’ Administra 
tion as a single executive department to administer the laws and benefits pro 
vided by grateful people through the Congress of the United States, and we 
are vigorously opposed to the various and devious efforts in the name of economy 
to dismember and render ineffective the Veterans’ Administration in any way, 
manner, or form. 

We would appreciate your intercedence on all slashes against the Disabled 
American Veteran in the future. We are counting on you now Don’t let us 
down. Thanking you, I remain, 

Yours truly, 
Rownert M. QUIGLEY, 
idjutant, Chapter No. 1, Disabled A) can Veterans 
Siour Falls, S. Dak 


THE AMERICAN LEGION, 
DEPARTMENT OF CONNECTICUT, 
Hartford, Conn.. May 27, 1953 
Hon, Prescorr Busu, 
United States Senate, Washington, D. C 

DEAR Prescotr: I am again writing to you to alert you on the present discus 
sion of the Veterans’ Administration budget of the year 1954. We in the Depart- 
ment of Connecticut, the Rehabilitation Commission in particular, are deeply 
aware of the tremendous pressure being placed on all of our Representatives in 
Congress. A survey that has been conducted by the Legion indicates from all 
constructive angles that a budget of $921 million must be passed in order to 
properly carry on the VA program for the administration of the Veterans’ Ad 
ministration and for the medical, hospital, and domiciliary services. 

Here in Connecticut under date of May 15, 1958, we had confined in our three 
mental institutions a total of 456 patients. This includes, Spanish, World Wars I 
and II, and Korean veterans. There are also 170 patients who are out on visit, 
many of whom have to return from time to time for further hospitalization. We 
also have in residence at our tuberculosis sanatoria 115 patients. Most of these, 
however, will eventually be hospitalized at the Veterans’ Administration Hospital 
in West Haven provided these contemplated cuts in the budget do not take place 

My best personal wishes to you 

Sincerely yours, 
FRANCIS E. MINER, 
Chairman, Rehabilitation Cor issiov 


THE AMERICAN LEGION, 
DEPARTMENT OF CONNECTICUT, 
Hartford, Conn., May 29, 1953 
Hon. Prescorr BusH, 
Senator from Connecticut, Senate Office Building, 
Washington, D. C 

Dear Str: We are forwarding you a few figures on what is being done in Con- 
necticut by State institutions for veterans’ care. Kindly understand that each 
year this burden on the State grows larger: 

Three State mental institutions: 456 veterans, pat eterans’ cases 
on parole for whom beds have to be reserved. 

Two State TB institutions: 115 veteran patients being cared for; about equal 
distribution of patients in each hospital. 

Connecticut Veterans’ Hospital, Rocky Hill: 349 patients under treatment 

Veterans’ Administration Hospital, Newington: 10 cases of all types on waiting 
list. 

Veterans’ Administration Hospital, West Haven: This institution, recently 
opened, is receiving patients on transfers from out-of-State VA hospitals first. 
Capacity will not be reached before 1954 as hospital is gradually being opened 

The above will show that Connecticut now is caring for veteran patients who 
belong in VA hospitals. This figure will advance; should continued cuts in VA 
budget continue, Connecticut will be burdened with a greater veteran hospitali 
zation program. 
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At the present time, NP’s have reached beyond the State's ability to provide « 

The administration of other VA programs now are backlogged beyond reas 
The dental program has been cut to such an extent that an examination appr 
ment takes weeks; this is just one phase. These are on just claims. 

Connecticut will receive a most severe cut if VA budget is reduced and 
burden placed upon the State, 

‘The above is just for your information and we certainly hope that you 
stand for the $921,100,000 VA budget. 

Sincerely yours, 
CHARLES L, Parker, Department Adjuta 


EY ASSOCIATION FOR MENTAL HEALTH 
Rumson, N.J., April 30, 1 
llon. STYLES BRIDGES 
Chairman, Senate Appropriations Committee, 
Nenate Office Building, Washington, D. ¢ 

DeAR SENATOR: The purpose of this letter is to ask your special considera 
and study concerning an item of appropriation that will be before you for deci 
in the present Congress, namely, the budget of the Veterans’ Administration 

Our association is attempting to improve the care of the mentally ill, to pre 
vent mental illness, and to promote mental health. We do not wish to burd 
you with a long letter on the subject, but do wish to point out that any cut in t 
budget of the VA will possibly tend to curtail and lower the standards of \ 
services. 

The budget of the VA this year is of special interest to the States because « 
the expressed policy of the VA, with respect to its psychiatric services, to | 
these more closely to the services of the individual States. The VA has immenss 
potentialities for helping State hospitals as it has excellent training faciliti: 
which could strengthen their training efforts. At present, most of these fall 1 
below the minimum standards set up by the American Psychiatric Association t 
adequate care and treatment of mental patients. 

Should you wish additional information on this phase of the work of the V« 
erans’ Administration, we shall be glad to answer any questions, or to put you 
contact with others who can inform you further. 

Respectfully yours, 
Mrs. FRANK BEST, 
Chairman, Social Action Committer 


Senator SALTONSTALL. The committee will now consider closed t 
hearing on the Veterans’ Administration. We will now go back to t 
‘Tennessee Valley Authority. 

Is Mr. Faust here? 


TENNESSEE VALLEY AUTHORITY 
STATEMENT OF HUGH FAUST, KNOXVILLE, TENN. 


GENERAL STATEMENT 


Senator Savronstaty. Mr. Faust, are you from the Southern Co 
& Coke Co., of Knoxville, Tenn., and do you wish to speak briefly « 
the TVA? 

Mr. Faust. Yes. 

Senator SavronstTati. The committee will be glad to hear you. 

Mr. Fausr. Tam Hugh Faust, of Knoxville, Tenn. 

I am interested in the forestry situation in the valley States wher 
the TVA has been doing business. I belong to all the forestry orga 
zations that there are, I think. But my means of livelihood is coa 
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mining. [Iam acoal-mine operator representing some nine operations. 
Also, I manage some 30,000 acres of the lands in Morgan and Scott 
Counties, Tenn. 

I will have to confine myself to the State of Tennessee: I am not 
familiar too much with the other areas. But in Tennessee timber is 
one of our greatest resources. It is second only to agriculture. For 
many years our lands have been ravished by fire and poor cutting prac- 
tices until now it grows less than one-third of its potential gross 
capacity. Our people cared little and did nothing to remedy the sad 
situation until a few years ago, when several organizations, quite a 
number of companies, and the public in general, began to awaken to 
the opportunities and responsibilities in regard to the timberland, the 
lumber industry. 

This was brought about almost entirely by the influence, the leader- 
ship of the Tennessee Valley Forestry Relations Department. The 
change has been steady, and we made a lot of progress, but we are still 
only in the beginning stages. 


INADEQUATE FINANCING OF FORESTRY DIVISION 


We have no other leadership to turn to. Our Forestry Division of 
the State of Tennessee is inadequately financed. It has new funds. 
The people in general haven't been alerted and aren't awake to the 
importance of it. 

The TVA has stepped in through their leadership and has convinced 
a lot of people, the people that live where the timber is growing, that 
there are certain things they can do. 

I would like to cite an ex xample of my business. Several of us bought 
up 30,000 acres of cutover timberland that had been clear cut. The 
company moved on back to Ohio. We bought it as a long-term invest- 
ment. Since then we have been in touch with the TV.A foresters, and 
they have convinced us that we can make a fine long-term investment 
that will pay us dividends provided we can protect it from fire and 
we will use modern methods of selection cutting. 

The State is not able to furnish us the protection. ‘TVA cannot pro- 
tect all the valley, cannot do the labor and work there. But they can 
advise, direct, and have made numerous experiments as to the costs 
of protection from fire. 

Now, this past year in the State of Tennessee, where we have inade- 
quate fire protection, we lost over a million and a half acres to fire out 
of less than 13 million acres. That is a sad situation. And the 
counties where you have mostly timber are the ones that are the poor 
counties, that don’t have the funds to do anything about the situation. 


FIRE CONTROL 


At the present the TVA is helping to, by direction and some small 
subsidy, to start a new campaign of fire control, one that is a campaign 
where we are bent on reducing the fire burn to one quarter of one per 
cent of the entire forest land instead of the present burn, running any- 
where from 6 percent to 30 percent. 
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Senator Ettenper. What does the TVA do there for you? Does 
have foresters who teach you what to do? 

Mr. Faust. Right. And these foresters make all sorts ofexpe: 
ments as to cost and perfect methods, or try to perfect methods th 
will enable you to do a better job of protecting the forests. 


FORESTERS SUPERVISION 


Senator ELLenper. Do these foresters supervise any land that 
entirely controlled by TVA and use that as an experiment to shen 
others what to do? 

Mr. Faust. They do that some on their own land. But they try 
to educate the public, the landowner, to do it himself, if they can. 
would like to give you an example. In western North Carolina thx 
took 15 counties where their fire record was as bad as in Tennesse 
In 5 years’ time they brought the fire loss from some 4 or 5 per 
down to one-quarter of 1 percent. They did that at a cost of | 
than what we are spending in Tennessee where we are having. as 
result of our poor protective system, some 6 percent burn. 

Now, that is a remarkable achievement. They are growing thi 
ber and harvesting it, protecting it from fire at less cost than the 
joining State where we are just starting this system. Without the 
help of TVA we would be without leadership. We are just in thi 
first stages of it. 

The TVA has just told the foresters for years that they are goin 
to work themselves out of a job. Once they get these theories, th 
pr actices going in the State of Tennessee they are are out of a Jo 


That, however, will be an orderly withdrawal, leaving it to the privat 
individuals and the States. And, after all it is going to evolve upor 
the States and private individuals to do the job, and they will be out 
of the picture. Oh, possibly, they may have some sm: all group eve 
tually. Now, as to how many years that will take, 10, 15, I don’t kr 

I couldn’t say. 


COOPERATION BETWEEN STATES AND FEDERAL GOVERN MENT 


Senator ELLENpER. How does that conflict with the present coo] 
erative Federal-State method of tending forests? Those operation 
in my State are, | know—and also in Massachusetts—on a cooperativ: 
basis. Why do you not do it in your State as Massachusetts and 
Louisiana and other States are doing it? Why depend on TVA? 

Mr. Faust. It can be done. 

Senator ELttenper. Why is it not done the same as we are doing it 

Mr. Faust. You, sir, will have to determine that. But if we are 
left at the point where we are now we are going to lose 15 or 25 pe 
cent of service, and we will slide back to where we were. 

The Federal forest agency doesn’t have the funds to come in and 
take over this program that ‘they have begun. They don’t have that 
They can do it, surely, if they have the funds. But an orderly with 
drawal would get them out of the business and still we would 
the results of what we have done so far. 


; 
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Senator ExLLenper. Well, it is my judgment that if the Federal 
Government continues to permit TV.4 to handle forestry operations, 
the States will never do it in that area. They will just let Uncle Sam 
do it instead of doing it themselves. 

Mr. Faust. I hope this very thing will wake up the States. The 
legislatures won't meet for 2 years. They won’t have the funds. | 
hope that this will wake them up to their responsibilities. We have 
not been able to get it across to them and to our administrations. 

Understand, I am a firm believer in private enterprise, in the con- 
duct of business, States’ rights, States’ responsibilities, but in this 
region where we have had this wonderful beginning, and only a begin- 
ning and where we are not able yet to walk alone and carry out this job, 
we are going to be devastated for lack of leadership for the next few 
years. That is the opinion of everyone that has gone into the matter. 

Senator Sauronstaty. Thank you very much, Mr. Faust. 

Mr. Faust. Thank you, sir. 

Senator Sartonsrau. Before inviting our colleagues to speak, there 
are 1 or 2 more witnesses on the TVA. 

Senator Keravuver. Mr. Chairman, one of the witnesses who was to 
testify on behalf of the CIO is here on the Tennessee Valley Authority, 
Mr. Anthony W. Smith. Iam very pleased to introduce him. 


CIO COMMITTEE ON REGIONAL DEVELOPMENT AND CONSERVATION 


STATEMENT OF ANTHONY W. SMITH, EXECUTIVE SECRETARY 


PREPARED STATEMENT 


Senator SatronstaLu. Mr. Smith, I notice you have a prepared state- 
ment which, as we have done with other witnesses, we will put into 
the record at this point, and then will you very briefly highlight your 
statement ¢ 

Mr. Smirn. Yes, I will, Mr. Chairman. 

(The statement referred to follows :) 


STATEMENT BY ANTHONY W. SMITH, EXECUTIVE SECRETARY, CIO COMMITTEE ON 
REGIONAL DEVELOPMENT AND CONSERVATION 


The Congress of Industrial Organizations has supported the Tennessee Valley 
Authority and its policies and principles from the time in 1944 when we first 
spelled out our comprehensive programs in the field of regional development and 
the conservation of natural resources, 

We have favored TVA, and have urged that the lessons learned in TVA experi 
ence be applied elsewhere, for a number of reasons; first, perhaps, because TVA 
stands for the comprehensive planning of an entire region. It was the first effort 
at the integrated development and conservation of the resources of a major 
river basin. It symbolizes the use of human intelligence in drawing up large- 
scale, long-range programs for constructive economic activity. We have often 
called for the extension of this basic planning idea to the other major river 
valleys of the country. 

We have also been greatly interested in the efforts made by TVA to earry 
out constructive programs of soil conservation and reforestation. Such activities 
can be of tremendous importance in contributing to flood control, and also in 
prolonging the life of the great hydroelectric power installations. Failure to 
achieve proper watershed management, and thus to reduce siltation in the reser- 
voirs, would be to risk the public capital invested in these structures. It seems 
probable that such watershed management work should have been much more 
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extensive than it has been at TVA; if this be so, Congress has the remedy at hi: 
in advancing expanded appropriations for that purpose. All our modern expe 
ence and our most advanced current conclusions in respect to the Manageme! 

rivers dictates that heavier and heavier emphasis must be placed on upstre 
protection and rehabilitation 

A third, and certainly not the least, of the reasons for our support of TVA | 
been its hydroelectric power program. The policy of the CLO in respect to hyd 
electric power is perfectly clear: we favor the development of hydroelect 
power potentials by public agencies in all cases; we think that these agencie 
should ordinarily be Federal agencies, but we insist that in any case they she 
be publicly owned and operated. We include all Federal, State, mnunicipal, a 
cooperative agencies within our definition of the term “public.” Our policy ca 
further for public transmission of all power generated at publicly owned facilities 
that is, power generated at Federal dams should be transmitted by Feder 
uvencies; power generated at other public installations should be transmitte 
by the corresponding public agencies. We stand for the established Fede 
priority in distribution to municipally owned and cooperatively owned agencic 
We favor construction of such auxiliary steam plants by public agencies as m 
necessary for firming up their hydroelectric power and achieving their maxim 
utility; we favor substitute thermal plants in cases where problems involving t 
management of resources make it inadvisable to develop specific hydropowse 
potentials. We favor the policy originall embodied in the TVA Act, and in mors 
recent proposais for a Missouri Valley Authority and a Columbia Valley Auth« 
ity, whereby municipal agencies are given assistance in buying out priva 
owned local utility systems where they deem it necessary and desirable. Ws 
think that the policies thus set forth, taken together, are to be regarded as estal 
lishing a yardstick method of regulating the rates of privately owned util 
and we consider that such yardstick regulation is essential in view of the manife 
failure of the commission system to achieve adequate regulation. 

The purpose of this testimony is to state the position of one of the major win 
of organized labor in America in regard to TVA. We have no intention 
attempting to adduce detailed facts and figures for your consideration whic! 
more adequately be supplied by the staff of the congressional committees o1 
TVA itself. We point out a number of basic considerations, however, whi 
seem to us to be beyond dispute ; for example, that the prosperity of the Tenness: 
Valley has increased since TVA, and that the entire country has benefited 
measurably by such expansion: that industrialization has proceeded at a rapid 
pace and has led to a better balance in the economy of the region; that there has 
been a great expansion in employment Opportunities for the people in the region 
who are no longer so greatly dependent on agriculture; that labor on the farn 
in the home, and in industry has been lightened immeasurably, to the benefit of 
working people throughout the region; that the price of electric power delivered 
in home, farm, and factory has fallen heavily, both as a result of direct deliveries 
by TVA, and as a result of the indirect effect on privately owned electric powe 
utilities, which have incidentally enjoyed a great increase in business and pros 
perity as a consequence; that the new industries created as a result of TY 
have made an indispensable contribution to national defense, and will be greatly 
needed in the same connection throughout the foreseeable future. Surely this is 
a magnificent reeord of a great American enterprise, and one which deserves th: 
continued financial support of this Congress. 

We consider that accusations against TVA, even though made by the Preside: 
of the United States, to the effect that TVA is “creeping socialism,” are a |} 
flimsy, to say the least, and a rather sorry proposition. It has been a long 
established policy of TVA from the very beginning to foster private business 
activities as far as it could in all fields upon which its own activities impinge 
The tremendous multiplication of new enterprises throughout the Tennesse: 
Valley during the TVA period should be convincing on that score. <A large pr 
portion of those enterprises have been concerns of very substantial size. The 
expansion of private enterprise which they represent could not have been possibl 
or would have heen long delayed, except for TVA. And the Nation is now reaping 
the reward of the foresightedness of earlier statesmen as it draws on the manu 
facturing facilities of the Tennessee Valley in this desperate hour of wo 
affairs 

For all the above reasons we urge that the TVA be given the full appropria 
tions it has requested. The funds for new steam plants should be appropriated 
without question; they are needed in the national interest and for the welfar: 
of the region. Funds requested for all other generating, transmitting, or dis 
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ributing facilities should be accorded to TVA without hesitation; they are 
needed for the perfection of a system which approaches completion more and 

ore fully every day and which should be rounded out promptly Most certainly 
the full appropriations requested for watershed management work, soil con 
ation, reforestation, wildlife management, recreation and related purposes 
should be given to TVA ungrudgingly. Unless the watershed management work 
s done, the great investment in the big dams and reservoirs will deteriorat« 
eriously and far too rapidly Sound principles of business management forbid 
rresponsibility in these matters on the part of the Federal Government 
To close this statement with a reference to precise figures, on the questio 
f TVA power facilities the Eisenhower budget involved a reduction from some 
S239 million to $17S million, or a difference of $61 million. This included $31 
lion for power projects already under construction, which it would be absurd 
suspend or discontinue. Even more important, it includes $30 million for 
the two units of the Fulton steam plant: if seems to us of the utmost importance: 
that this construction get started in order to be ready for the anticipated in 
crease in demand in the next few vears. 

We think the amount of $2,465,000 eliminated by the Eisenhower budget, and 
related to a variety of additions and improvements in power facilities and to 
navigation and the like, should very definitely be restored. This is 1 question 
of rounding out and completing a going operation which will otherwise be 
needlessly handicapped. There is also the amount of $2,377,000 for resources 
evelopment, soil conservation, reforestation, mapping, and malaria control 
rhese items were recommended for approval in the Eisenhower budget. If they 
are cut out, some of the most significant work of TVA will be stopped or crippled 
t was never expected that TVA would be reduced to a mere electric power opera 
tion. Many of the great hopes people have had for it have turned around the 
expectation that it would carry on significant watershed management work 
These hopes will be doomed if items of this kind are to be eliminated from eum 

rent budgets. We urge that all these items be restored in full 


ClO SUPPORT OF TVA 


Mr. Samiti. Lam assistant general counsel to the CIO here in Wash 
ington, the national office, and I am secretary of a national standing 
committee that we have, called the committee on regional development 
and conservation. 

We point out in this statement that I have submitted that the CIO 
has supported the TV.A from around 1944, when we first issued our 
first statements on regional development and conservation matters. 
We have urged that the lessons that the Nation has learned, that TVA 
be applied elsewhere. And I indicate in this statement that, first of all, 
I think we were impressed with the fact that TVA was the first effort 
at integrated development and conservation of the resources of a 
major river basin and that it symbolizes the effort to apply human 
planning ability and intelligence to handling the resources of a large 
area of that kind. 

Then I go on to point out that we are also very much impressed by 
the efforts made at TV.A to develop constructive programs of soi! 
conservation and reforestation. We think that those activities are of 
vreat importance in contributing to flood control and prolonging the 
life of the big reservoirs, and that a failure to achieve the proper kind 
of watershed protection will result in risking the capital investment 
that the people of the country have in these big hydroelectric power 
developments. 

There is some reason to think that perhaps this watershed develop 
ment work should have been more extensive even than it has been at 
TVA, and we simply call your attention to the fact that the power to 
correct that situation lies with you gentlemen, that it is a matter of 
appropriations. 
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And it is our impression that the appropriations for that kind of 
work should be considerably larger than they have been in the past. 

We give as our third reason for supporting TVA, and ce: 
tainly not least important, the hydroelectric power program. A: 
we outline here very concisely what our CIO position is, that we favor 
the development of hydroelectric power by public agencies in al 
cases, 

We think that they should ordinarily be Federal agencies, but, 
any case, they should be publicly owned and oper: ated. We inclu 
in that definition any Federal, State, municipal, or cooperatiy 
agency ; in other words, any nonprofit agency. 

We have always called for public transmission of all power ge 
erated at publicly owned facilities. ‘The power generated at Federa 
dlams, to be transmitted by Federal agencies and other public agenci 
by the corresponding public agencies is what we call for. 


FEDERAL PRIORITY IN DISTRIBUTION TO COOPERATIVES 


We stand for the established Federal priority in distribution to 
cooperatives and municipally owned distribution systems. 

‘Then of particular importance in the present connection, we favor 
construction of such auxiliary steam plants by public agencies as may 
be necessary for firming up their hydroelectric power and achieving 
their maximum utility. We favor substitute thermal plants in case: 
where problems involving the management of resources make it un 
available to developments specific ally of hydropower potentials. 

We outline here or 2 other details of our policy in support of 
whole public power idea, the whole public power program of th 
Federal Government as it has been. 

On page 3, | have outlined some of the reasons for this genera 
position, that the prosperity of the Tennessee Valley has increas 
greatly since TVA and that the entire country has benefited by that 
increase. Industrialization has proceeded and led to a better balan 
in the economy of the region; there has been an expansion of the pri 
gram, which is of interest to us as labor organizations, of course. 

A lot of people are no longer dependent so much on agriculture 
And then labor in the farm and home and industries has been light 
ened immeasurably to the benefit of working people anywhere, whethe 
they are in unions or out of unions, on the land or in the city. 

The price of electric power delivered both by public and private 
agencies has fallen sharply, and the new industries that have been 
created as a result of TVA have contributed immeasurably to national 
defense. 

We make a comment here about a notion that the TVA is creeping 
socialism. We point out that the tremendous expansion of privat 
industry in the Tennessee Valley certainly belies that idea. 


RECOMMENDATIONS 


Now, as to our specific recommendations, we believe that TVA 
should be given all the appropriations that it has requested. We 
believe that the appropriations recommended in the original budget 
prior to the budget recommendations of the present administration 
should be carried out. And, specifically, in the last paragraph we 
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say that on the question of TVA power facilities the Eisenhower 
idget involved a reduction from some $239 million to $178 million 

a difference of $61 million. This includes $71 million power 
rojects under construction already, and we ink it would be qui ‘ 
lish to let these construction projects be delayed by failure to pro 

ide e) ough appropriations to fin ish them. , 

Kven more imports int, we believe, is the $30 million for st: irting two 

nts at the Folsom steam plant. It seems to us that it is extremely 
mportant to get started in order to os ready for the anticipated 
nerease in demands in the next few years. And, certainly, there 

in be no pecs about that demand being there, 
but what it has got to be provided, and, mor 
re serious defense problems involved. 

The amount of $2,650,000 eliminated by the Eisenhower budget 
related to a variety of additions and improvements in power facilities 
ind navigation and the like should be de finitely restored. This 

estion of rounding out and completing a voing operation, which 

ll otherwise be needlessly handicapped. 

Then there is also the amount of $2.377.000 for resources develop- 

ent, soil conservation, reforestation, mapping and malaria control. 
[hese items were recommended in both Truman and the Eisen- 
hower budgets. 


and no question 
eover, probably that there 


s 


In comparison with this amount, they are of tremendous importance. 
Some of the most significant work of the TVA will be crippled or 
topped if these items for soil conservation, reforestation, watershed 
management, are eliminated. It just seems as if there should be no 

‘ason for any controversy or any difference of opinion really about 
shad angle of the program. To trim those appropriations out is to 
llow these watersheds to deteriorate, allow the reservoirs to fill up 

ith silt and deteriorate. It is just not a businesslike, sound way of 
h indling our resources. We would very urgently call your attention 
to that item, urge its restoration, along with all other specific items 
which we have mentioned. 

Thank you very much, gentlemen. 

Senator ELLenper. Mr. Smith, I have one question. 

Mr. Smirn. Yes, sir. 


ERECTION OF STEAM PLANTS 


Senator Ertenper. I was very much interested in that part of your 
statement which said that you favored the erection of steam plants in 
der to firm hydroelectric power. How much further 
than that? Is that the limit to which you want to go? 

Mr. Smirn. No. We would go on to the extent that there was a 
lemand in the valley. 

Senator ELtenper. In other words, you would let the Federal Gov- 
ernment do all that is necessary? Is that your idea ¢ 

Mr. Smiru. Yes, Senator. It is an integrated operation there. 

Senator Etienper. Is that your idea? 

Mr. Smiru. It is our idea; yes, sir. 

Senator ELtenpver. I was just going to point out something to you. 
I do not know whether or not you were here this morning. 

Mr. Smirn. Yes, I was. 


35308—53—— 27 


would you go 





416 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


Senator ELLENDER. I was going to point out that today the Gove; 
ment is producing 67 percent of its power by steam; only 33 perce 
is hydroelectric. 

Mr. Smiru. I think your question is a very pertinent one, a vei 
interesting one. 

Senator ExLenver. If that situation were to spread throughout t 
country you would soon have a Government monopoly of all poy 
operations ; would you not ¢ 


FURTHER GOVERNMENT DEVELOPMENT 


Mr. Smiru. The answer is that we are in favor of going ahead w 
Government development. 

Senator ELLeNnper. Would that not follow ? 

Mr. SmirH. Not necessarily. And that is not really what we 
discussing at the moment. The question we are discussing is whet] 
TVA should be permitted to round out its holdings and operatio 
We think it should be. 

Senator ELLENpER. If you were spread out that way with that sai 
doctrine in the Northwest, chances are that within a few years y 
would have a Government monopoly of power production. 

Mr. Smiru. If it did as good a job as TVA has done we would bx 
for it. 

Senator DworsHak. You say that the TVA is interested in t 
development of hydroelectric potentials by public agencies in all cas 
Is it proper to draw the inference from that that CIO also fav 
public ownership of, say, railroads and mines and other industry 

Mr. Smiru. No, it is not. 

Senator Dworsuak. Do you just pick out the hydroelectric pow 
industry ¢ 

Mr. SmiruH. Yes. 

Senator DworsHak. Do you feel the Government should havi 
monopoly in that / 

Mr. Smiru. We have never taken that position. 

Senator DworsHak. You say “in all cases.” What does that m« 

Mr. Smirn. All hydroelectric power, yes. 

Senator DworsHak. That is what I asked, whether or not you thi 
the Government should have a monopoly. 

Mr. Smiru. That is no monopoly, Senator, because hydroelect 
power may amount, in the long run, to perhaps 15 or 20 percent 
our total power output. And it is never going to amount to any mor 
than that. It can’t. So, it is a yardstick operation. As we indicat 
here, we are in favor of public development as essentially a yardsti 
operation. 

Senator SauronstatL. Thank you, Mr. Smith. 

Is Mr. John M. Bradley, Jr., present now ? 

Senator Kerauver. Yes, Mr. Bradley is here, Mr. Chairman. 
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IVA DIVISION OF FORESTRY RELATIONS 


STATEMENT OF JOHN M. BRADLEY, JR., BIRMINGHAM, ALA. 
GENERAL STATEMENT 


Senator Savronsraty. Mr. Bradley, you may proceed with your 
statement. 

Mr. Brapiey. I am John M. Bradley, Jr., of Birmingham, Ala., a 
partner of the Southern Timber Management Service, a firm of con 
sulting foresters with offices at Birmingham, Lyons, Ga., and Sheffield, 
Ala., within the Tennessee Valley. 

I have come to speak before this committee at the invitation of 
the Forest Farmers Association, to speak for the private forestry con- 
sultants in behalf of TVA’s Division of Forestry Relations, an item 
of the TVA program which we do feel qualified to speak upon and 
heartily endorse as private and free enterprise foresters. 

Speaking as a firm of private foresters, we hold that the forest 
resource development program of TVA, as well as the need for it, 
is far from completed, but, rather, only well begun. Until the time 
arrives that private forest management specialists are established 
in enough numbers within the valley, to eliminate or make their pres 
ent program ineffectual would be an error, in my opinion, and a great 
deterrent to the establishment of sufficient private foresters within the 
valley, for no group or party is doing or can do more than the TVA 
forestry program to encourage and help make possible the establish 
ment of sufficient private foresters to serve the potential needs of tl 
region’s forest owners. 

TVA’s Division of Forestry Relations is almost unique among the 
Federal forestry agencies in that it has relied, particularly in the past 
decade, almost wholly upon the educational and demonstrational 
approach to the forest resource and conservation problem, especially 
in regard to the very real small land-ownership problem, rather than 
the public land acquisition, Federal subsidization, or Federal regu- 
lation of private forest lands so heartily plugged from time to ti me 
by other Federal agencies or elements within them. To us these 
have been men of littl » faith, foggy thinking, or great impatie nee in 
the ultimate wisdom of his fellow citizen, the worth of the services 
and skill of his own profession, and the deep fundamental value of 
democratic processes, principles, rights—even to make a mistake—and 
self-volition as compared to the negative processes and results of 
compulsion and regulation oftentimes enacted through the efforts of 
minority groups which do not express the will of the majority. Partly 
because of such efforts, our firm was founded to present a vehicle to 
private timber owners to gain private action and remedies, and TVA 
to our knowledge, has been the only Federal forestry agency which 
has not endorsed at some time public regulation or acquisition of pri 

vate forest land as the panacea to the forest resource problem. 


DEVELOPMENT BY PRIVATE INDUSTRY 
As we have seen it. TV A’s approach has expressed the strong convic- 


tion that private interests will develop, manage, and properly use the 
forest resource once the facts are made available to them. We have 
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had the pleasure of seeing their convictions fulfilled in numerous cas 
and our conviction that Americans still basically prefer to pay 
value l celved rather than be continuously spoontes l. subsidized. 


d rather than be Bern nitted to act in his own and his com- 
est interest. We hold that there is 1 o duplic: ion : 
er public forestry agencies, State or Federal, within al 
first of all, the record of their attitudes and approach has shov 
elf to be different and secondly, [VA does not any ionger entel 
the free services programs, evidently feeling the profession of forest 
a “es re Soot ] 


iats Come OT age and and on its ow merits. 


The Division of Forest Relations, through their forest mana; 
ment and timber harvesting demonstrations, forest and utilizat 
research, and sawmill conferences, have been putting the facts bef 
the timber owners and operators within the valley on a scale, 
letached public interest aurora beyond the r 
nd capacities of private individuals and firms which ‘lack the 
and farilities, and T! 
onvinced farmers, timber owners, investors, industries, 
that it pays handsomely, at a Management cost, to grow 


+ 


1} 
lkOLLICGA A val Cali St 


manner, a with a « 


"¢ ; 
till yet, the public prestige to do 30. 


better grades of timber to a certain growth financial maturity, 
timber es without whose cooperation forestry practi 
value, would | pos sible, that it is against their interest to cut 
below certain sizes and grades, and greatly to their interests to cut on| 
those trees of ¢ ertain oper ating financial maturity. , 


COOPERATIVE-EDUCATIONAL 


But for these cooperative-educational activities of TVA it would 
have been hardly possible for our arin to begin work and later opel 
branch office in the Tennessee Valley had it not been for the grow 
work previously laid by TVA in getting the facts to many of th 
people. Most of the valley landowners that have turned their for: 
lands or fo« stry pro} ble ms over to us for our man: igement or actiol 
previously been influenced on the financial soundness and practicality 
of forest management and their engaging forestry services throug 
the nonpartisan efforts of TVA. Greatly asa result of TVA, direct 
or indirectly, out of 100 cases which were referred, 79 of these wet 
engaged with private consultant foresters involving 230,000 acres « 
private forest land last year, whereas only 5 years ago such an examp 
to our know ledge, did hot exist. 

This is a most refreshing modern evolution whereby private actio 
through TVA encouragement and aid is increasing by dominating 
field previously monopolized by public action. Yet today there ai 
only approximately a dozen private consultants within the valley 
compared to a potential need of ten times this number for such 
acreage, once the timber owners can be intelligently shown that it 
to their interests, and their community’s and Nation’s interest, 
prudently manage and care for their forest resources. 

We are convinced that TVA has demonstrated that they can full 
most. of this critical need of education which will make possible t] 
initiation of private action to manage their own forest resources naiten 
than any other agency or party. Even after this goal is reached I « 
foresee the need of a minimum staff to act as an available nonpartisa! 
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third party, but for the overal] publ c or gt ral int 
act as both mediator and as « italyst between two parties negot 
arranging, or differing over forest resource management or 
as well as a small but necessary staff manage TV A’s own 
ever-decreasing waters 

I wish to thank this committee for the opportunity of coming bef 
if to express our view that the TVA Division of | orestry Relati 


has, is, and can do a more effective job than any party to encourage 


{ 
} 
i 


ied acreage. 


and make possible private, individual action and responsibility in 
he management and care of private forest resources in the valley, 
which shall bring and result in an ever-increasing standard of living 
for its people until a whole new generation of timber owners are 
e) hehtened that timber car be grown as a crop al it. forest ce ple 
tion or destruction is exceedingly shortsighted as to | rity 
and welfare. 

Senator SauronstaLL. Thank you very mucl 

Is Mr. Herman Beckenstock in the room ? 

Senator Keravuver. Yes, Mr. Chairman. Mr. Beckenstock is fro 


‘| racy ( ity, Tenn., and is interested in forestry. 
STATEMENT OF HERMAN BECKENSTOCK, OF TRACY CITY, TENN 


GENERAL STATEMEN' 


Senator SALTrONSTALL. Will vol ak a erly, Mr. Becke 
stock ¢ 

Mr. Beckensrock. Yes, si 

] lh One of the recipients of TVA adv ice, I own a small tra 


forest land, 4,600 acres, 1 bought through 
+1 ‘ . ] . } > ~ 7 » - f 
he other two-thirds spread over tne next 5 years. Fox aman ot 

my means to buy a piece of timberland and to try to go into producti 


of timber is a big job. You take no-account, wornout, burned-over 


= . 
1? 


‘Ing it into Tull production. a tremencc 


vings on a third down 


l 
siln 


forest landsandtry to bi 
blems such as finance. No bank, no Gover! 


task and you have prot 
ment agency, or nobody will lend you money on buying this type of 


land. You have to finance yourself, and until good forestry, good 


1 


fire control is on the ground the risk is so great that nobody will lend 
you money on this land. 

Now, this is not true all over the South. In some parts of the Sout] 
Insurance companies and banks cdo lend money, and in some parts ( 
the Northeast and other parts of the Nation they do. But in the Ten- 
nessee Valley they do not, not in Tennessee. That is one of the 
problems that a small owner has in trying to do something on a 
private-industry basis. 


PULP-MILL OPERATIONS 


Now, big companies, such as your big pulp mills who have millions 
of dollars behind them, can come in, buy up a large acreage of land and 
finance it because they have the money, and they can wait 40 years for 
returns. But I can’t. , 

So, all the help that we can possibly get from all sources is appre 
ciated and necessary and needed. Last fall we had the worst forest- 
fire season that has ever hit Tennessee, and I guess if you could add up 
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all the eood that has been done by TVA and the Forest Service and 
Tennessee Forest Service, it was wiped out in that one 3-week perioa 
Ce rtainly more trees have burned up in 3 weeks last fall than had been 
planted in over 20 years’ time. I lost a thousand acres myself in fires, 
and I fought those fires continuously for 3 weeks. 

But what [ am here for prince ipally today is to tell you 1 or 2 t 
that TVA has done for me. In order to help protect my land, I have 
to bring the news of conservation to the people. I run a weekly news 
paper, and it is filled with conservation news every week. And thi 
peop le use my lan I. and thos e people st: irt most of the fire son my land 
So I have to bring them a story. I have to bring them the informati 
And I get this information from the Forest Service, the Tenness 
Forest Service, and from TVA. We hold a Tennessee forest festiy 
ut Tracy City. We have the schoolchildren come down. We tal 
them on nature trail hikes. But all through the theme of the thing 
to protect the woods and grow timber. We could not hold sue} 
festival had it not been for the advice and aid given us by TVA. 


- 
Hing 


rx 


MANAGEMENT PLAN ASSISTANCE BY TVA 


In planting my forest | am limited in my education on fores 
So I call upon TVA to help me make a management plan. And tl 
did, a 20-year management plan. Iam trying to live up to that pl 

I know that a small man can get into the business of forestry ai 
make it pay because on one tract | have done that. One tract I boug 
for $1.50 an acre and sold recently for $20 an acre, after 16! g years ¢ 
conscientious effort hiehting the forest fires, planting the trees, cu 
the no-account stuff, and letting the good stuff grow. I 
a $1.50-an-acre investment into a S20 return and I hav 
money on it. 

I have this 4.600-aere tract on whik . am trying 
thing. I am taking worthless land and tryin 
of it 

I don’t want to take up any more of you! time, 
paper to th reporter, but I want you to know that 
tothe man who is trving to grow timber in Tenness 
to know that we look first to TVA rather than any other 
agency be ause they are on the eround floor and bec nuse oft the 
of service they ffer. 

Senator Sauronsrats. Thank you very much, sir. Your statement 
Ss very muc h apprec iated. 

That closes the list of outside witnesses to be prese nted to the com 
fnithel Therefore, we will consider the hearing to outsiders closed. 

There are five colleagues of the Senate, as the chair understand 


l 
} 


r to mak 


‘ 


Vi ho W ish to speak. Four of them are Democ ats and Olle is a Repub 
lican. The chair is a Republican, and is in great mental stress as to 
how to handle this situation tactfully and com) lete the hearings 
advantageously. So, he will go on strict Senate seniority unless th 
Members of the Senate who are going to ~ ty ak el] hange it themselves. 

The chair understands Senator Hill is the senior, and then Senator 
Stennis, Senator Kefauver, Senator Sparkman, and Senator Cooper. 
‘The chair will recognize those Senators in that order, if it is agreeable 
to them, and with the fond hope that the hearing will be recessed 
adjourned, say, at 5 o’clock, if that is a fair statement. 
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Senator Kerauver. Mr. Chairman, that is a very fair arrangement, 
but I am very, very junior to the distinguished Senator from Alabama, 
Senator Sparkman. 

Senator Satronstau.. The chair stands corrected as he does not 
wish to get between two Democratic Senators 

If there is no objection, the chair will proceed in that way, W ith the 
hope that the first of the colleagues will be very fair to the balance of 
the colleagues, with the idea that their time will be divided between 
now and = o oe loe *k as erg as possib le. The refore, the ¢ hall will 

ll upon Senator Hill of Alabama to speak first. 


STATEMENT OF HON. LISTER HILL, A UNITED STATES SENATOR 
FROM THE STATE OF ALABAMA 


Senator Hr L. It is difficult for me, Mr. Chairman, to avoid a touch 
of personal reminiscence when matters relating to TVA are before us 
for consideration. I introduced in the House the bill, H. R. 5081, 
to create the TVA, was a member of the House committee which cor 
sidered the original TVA Act, and I was appointed to the conference 
ommittee which adjusted the differences between the two Houses. 
e was present 20 vears ago on May 18 when the President signed the 


islation, and TVA began. 


FAITH AND HOPE IN TVA ACT 


We put our faith and our hope on record in the TVA Act. Men 
needed faith and hope in may of 1933 just as we do today. As the 


only member of the Conference Committee, still a member of the Con- 
gress, I want to say that the faith we knew then, and the hopes we 
abated then, the aspirations we tried to put in legislative language 
been realized abundantly in the record of TVA. Iam as proud 
ohane sone in the creation of TVA as I am of any other single accom 
plishment in my 30 years in Game I want my associates on this 
committee to know that. I want the people of my State to know that, 
and I want the Board and staff of TVA to know it. 


r'VA AN EXPERIMENT 


TVA was an experiment. It established a new type of agency to 
carry out certain Fede ral functions. We sought. in the original act, 
to give one agency responsibility for Federal leadership in the devel- 
opment of all the resources of one river valle y, to locate its manage 
ment in the region, close to the prob lem and out of Washington, to 
make it responsible directly to ite President and to the Congress. 
Those were new w ays to approac ‘h the age-old task of trving to de ‘velop 
wisely and fully the resources of nature for the we = i. of man. 

We tried, in creating a Government corporation, to free TVA, in 
sofar as a public agencv can be freed, from redt: aoa from the ail 
rie of bureaucracy. We tried to couple authority with re sponsi- 
bility so that we apa hold the Board accountable for results. We 
tried to eliminte the chance for buckpassing, for the alibis which 
prevent the fixing of responsibility and frustrate accomplishment in 
the traditional fragmentation of Federal programs. We set out spe- 
cific goals for TVA to accomplish, but we left to management deter 
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mination of the way todo it. Weauthorized and we encouraged 
eration with local governments and private groups in the act, b 


did not try to make a blueprint of proneeare. It might be said 
we tried to create a climate in which effi icy would be encow 
and good management promoted. Now all who have follo ve 
record of TVA for 20 years can judge the job we did in 1933. S« 
you have borne witness today. 


ACCOMPLISHMENTS OF TVA 


For my part, I should like to say that the ac complishments or 1 \ 
have exceeded our expec tation. Floods have been controlled. P: 
investment is protected and t | » people are safe The river has | 
made navigable and commerce b tween regions moves on this 
water highway. ‘The largest power system in the United Stat 
been developed. The people are using the power in their home 
their farms and in their private enterprises as we hoped. Ar 
Nation’s se ‘urity has been fortified by power use for de fense in 
we never dreamed. The soil of the valley is more fertile, its for 
more productive, all its basic resources are utilized more w 
because of TVA. The region is more productive, the Nati 
stronger, the free world is more secure because of TVA. 

I do not now intend to discuss the details of the bill pending be 
us. I shall have my opportunity to do that in committee sess 
I should like to make one point only, and that is this. 

The record of TVA for 20 years gives me faith in its recomme 
tions for fiscal 1954. I know no better way to judge a man, an ag 
or a Nation than by their fruits. In 20 years we have seen 
dams constructed by this agency with final costs close to est 
even in the face of rising price ws ls. We have seen great pro 
come in on schedule and perform as promised under the most dif 

‘cumstances. These are tests of efficiency, of competence and 
rity in any enterprise, public or private. We have seen manage! 

TVA conduct a heavy construction program and run a che 
laa with one of the best safety records in the Nation. In trou 
times we have seen the development of : . pattern of sound relat! 
between management and labor which is a model for the fut 

In TVA we have seen a high standard of technical competenc 
managerial efficiency combined with absolute integrity throug! 
years. We have watched a wholly nonpartisan, nonpolitical 
develop. 

In my judgment, TVA is a magnificent achievement of which ev: 
American should be proud. It is right for this committee to exam 
TVA’s request for appropriations with meticulous care. But in o 
searching for the facts, in our questioning of the Board's deci 
as our different points of view are expressed, I hope that none of 
will ever forget the spirit in which this agency was created. I hop 
that none of us by thoughtless word will seem to be unmindfu! 
the record, nor to disregard the fact that for 20 years this agency | 
carried out the will of Congress with sc rupulous fidelity. I want t 
say with all the force I can that I recognize that the management 
TVA has never betrayed the spirit of the inspiring dedication w! 
millions of visitors have seen on modest plaques at every dam. 
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Every one of these projects and all these programs were begun and 
ive been carried out for the people of the United States. 

Senator SALTONsTALL. Thank you, Senator Hill. 

Che chair will recognize Senator Stennis of Mississippi. 


CONTINUATION OF TVA 


STATEMENT OF HON. JOHN C. STENNIS, A UNITED STATES SENATOR 
FROM THE STATE OF MISSISSIPPI 


GENERAL STATEMENT 


Senator Stennis. Mr. Chairman and members of the committee, I 
want to thank you for the privilege of appearing briefly before you. I 
do not have a prepared statement. 

I preface my remarks by saying that I am not for TVA as such. 
[ am not for private power companies as su h, as that is ordinarily 
used. This is a question, as I see it, of what is best for the people, not 
for just the TVA area but for the people the whole United States. 
At the very threshold of this major question is the matter of the con- 
tinuation of TVA; there may be an attempt to liquidate it. The major 
question revolves around this point: Shall the whole people, the Na 
tion, continue to have a yardstick, a measuring rod by which power 
rates can be measured and established ? 


PROBLEM NATION-WIDE 


[ think that problem is nationwide. I am certain it is. If we take 
the TVA out of the picture, the people of the entire Nation will feel 
he effects of it in electric bills. Our power companies down our way 


} l 


oing the biggest business, and I think are paying the highest 
divide ds they ever paid. They deserve this business and are an 

tive and alert group. So it is not a question of wanting to destroy 
inyone, 

| want to answer with one word here W ith referel ce to the Senator 

m Massachusetts, to the charge now that we are trying to induce 
ompanies to the South from his area of the country. I have a good 
friend in New Orleans, a special friend of Senator Ellender. I wrote 

m a long while ago that I wanted a suit of clothes made in his plant 

1 Mississippi. I never have worn a suit of clothes made in Mi 
sippi. Why was that? We just haven’t made suits of clothes in 
Mississippi until recently. He has a plant at Tylertown, Miss., not 
inthe TVA area. 

So all these years I have worn woolen clothes or other clothes made 
in New England or elsewhere. Now we are making a few of our own 
‘lothes. We are not taking anything away from New England. 
We are just reaching the point where we can make some of the clothes 
that we wear. 

Senator Satronsta.t. The Chair has always believed that the Sen- 
ator from Mississippi has been well dressed. 


INDUSTRIAL GROWTH IN SOUTH 


Senator Stennis. My point illustrates the most of this industrial 
growth in the South. We are just reaching the point where we can 
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make a few of the things that we need and have been buying all th 
years elsewhere. 

I am on the Senate Public Works Committee and have been ve 
much interested in this Columbia River Valley, the area of the S 
ator from Idaho. I was amazed to find that although that great a) 
had no oil, no coal, no gas, it has a potential power production t] 
that, when fully harnessed up, will be 10 times that of the Tenne 
River. Great deve lopment of hover power potential will have to « 
it should come, and part of will come through the public fi 
it will have to 

[ do not think that would be socialism. It is merely harnessi | 
energy that is already there for the benefit of the people an 
industrial growth of the Nation. The energy will flow through 1 
wires of private power companies as well as others. 

I have 35 counties in my State that are supplied in whole or in p 
with power from the TVA, and that 1s the only source of powe1 
live in that area, but that is purely incidental. Power com) 
that were there sold out many years ago to the TVA or to the | 
units there that now distribute the electric itv. Soif this power } 

Fulton is needed and I am sure it will be needed in the futur: 
is just part of an area down there that must have a suppy of electri: 
I would most seriously urge you to consider this matter in a vi 
serious way before concluding it is not needed. I know you will | 
inclined to do that. Do not rashly chop off a program that represe 
merely a normal growth. It certainly has an established, prov 
national aspect in furnishing a yardstick that benefits every 1 
woman and child throughout this great Nation. 


Senator Sartonstaty. Thank you, Senator Stennis. We appre 
your coming. 

Senator Kefauver ? 

Senator Keravver. I yield to Senator Cooper. 

Senator SALronstTaLL. The Chairman will recognize Senator Co 
of Kentucky. 


STATEMENT OF HON. JOHN SHERMAN COOPER, A UNITED STATES 
SENATOR FROM THE STATE OF KENTUCKY 


VIEWS ON TVA 


Senator Cooper. Mr. Chairman and members of the Committ 
I have no prepared statement and my testimony will be short. W! 
it is true that the State of Kentucky is served by the TVA, the 
which is directly served is a very small section of my State. I can s: 
that as far as I am concerned, I am under no pressure of any k 
from the people of Kentucky with respect to what I say here and w 
my views are about the TVA. 


ISSUES REGARDING TVA 


If you will permit me to look back a few years, I can say that w! 
I came to the Senate in 1947, I did not have at that time settled view 
about the TV A, about its value, or about the efficiency of its oper: atio 
In 1947-1948, I served as a member of the Public Works Committe: 
and during that time there were two issues that arose in that committe: 
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which gave the chance for a good look at the TVA. One was the 
nation of Mr. Clapp to be Director of TVA. There was a fig 


his nomination, and charges of inefficient operation made 
TVA in connection ith hi omimnation. vas confirmed 
Senate. In the hear os ne on l } at 1, Il vhich the 
of inefficient operation \ oe | 
was adduced in support of the ' inefficient operat 
The second issue which arose was. as J will remember, t 
of Senator McKellar to secure legislation which would require 


to return to the Treasury its revenues, and thei re approp! if 


in opportunity to low k ver closely into tl operations ot the i\ \ 
fJecause of those hearings, I eame to the conclusion that TVA wa 
efficiently operated, and to an underst minding rf it ralue., lt 


course, of value to the immediate area. 


the Congress. Again. those long and hard fought hearings afforded 


I repeat that Ke cKV 1S a very sI 
learned of its great va asa national 
that I want to devote my attention. 

From my studies it has seemed to me th: 


unique features or principles of the Tennesse 


which its effectiveness is based. One is the fac 


of legislative actions ( oneress hes the duty 


= 


power Capacity for the area. Rightly or Wi mnely. 
Fact, that in 193 ’] 

hich authorized the TVA to purchase the private 

utility companies il the area. This action made this area dependent 


guestion of argument, it is a f: 


enacted legislation w 


for its pow r upon appropl lations of the ( ‘oOngress. Y u will remem 
ber that in the SOth Congress, for the first time, in 1948, the issue of 
the authority of the TVA to build stean yrAl wi raised. It was 
debated very strongly in the Senate. I remer ‘that Senator Var 

denberg ruled in a procedural opinion that there was no questio1 

his mind that the power was inherent under the nrovisions ot 1e 
IVA Act. The Senate in 1948 first recognized this principle and 
uthorized the construction of the first steam plant. The bill was 
not passed by the House. but the Senate agreed to that proposition. 

There was the first recognition, as I saw it, ‘ the idea that because 
of the steps that had been taken by the Congress, there was a legal 
obligation, and also a moral obligation, of the Congress to provide 
funds for the reasonable power requirements in the area. 

A second unique consequence of congression | legislation } 
spect to TVA is that TVA has been placed in the position—it had to 
have some flexibility—of a private power company, and it must have 
flexibility to use a portion of its funds to plow back into its structure 
for development. 

A third valuable aspect of the TVA, giving it national interest 
and making it a unique instrumentality, was its program of resource 
development. Its work in forest research and development, flood 
control in its upper tributaries, its agricultural programs, its wildlife 
and recreational programs, and many others serving the Nation. Sen 
ator Stennis said a few minutes ago, and I agree, that beyond the 
value of the TVA to the immediate area, from the national viewpoint, 
TVA has provided a yardstick which has had its influence on power 
rates all over the United States to the benefit of the whole country. 
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The resource demonstration project is also a yardstick, and it holds 
great value in forestry, agricultural, flood control, and other aspect 
for the entire country. 


EFFORTS TO CRIPPLE TVA DENIED 


Earlier this vear, I talked to the President of the United States 
about the TVA. There have been charges made that the President 
and his administration, and the President’s program want to cri] pl 
the TVA. I de hy these statements. Every one of these prince ipl 
upon which TVA lives, the principle of p lowi ing back funds into the 
TVA program, the principle of steam p! in OTA. on to pl 
vide a reasonable supply of power for the area of TVA, and the 1 
sources deve lopme nt program—every one of these pring ip les is 
firmed j 1h the re vised budget " prove | by the P re side nt of the Un { 
States and the Director of the Budget. I am not here this aftern 
to argue the extent of power * or aaa I expect at a later t 
to make my views clear upon this question. I am here this after 
noon to emphasize particularly the need of appropriations for ré 
source deve lopme nt. Lam here to ask that the $2,300,000 deleted by thie 
Llouse be restored by this con imittee. It was in the budget sent he 
by the President and the Bureau of the Budget. I ask the Senat 
restore it. Resource development is a uniqi 1e part of thi Ss progran 
which I hold ane 1 believe very strongly is not simply of interest 
the TVA area, but of value to the Nation. It is true that this gr 
TVA project has aroused much interest in the Nation, and it h 
aroused interest all over the world. It has been a oreat demonst 
tion to the people of this country and to the world. J hope that t] 
committee will sustain the President and the Director of the Budg 

Senator Sarronstatu. Thank you very much, Senator Cooper. 
ap preciate | your comments, 

Senator Kefauver ? 


STATEMENT OF HON. ESTES KEFAUVER, A UNITED STATES SENATOR 
FROM THE STATE OF TENNESSEE 


STATEMENT OF DR. JOHN R. NEAL 


Senator Kerauver. Mr. Chairman, my colleagu 
Dr. John R. Neal, a distinguished citizen of Ter , ha ‘ 
ment that he wanted to file to be included in the record and 


your unanimous consent that he may do so. 

Senator Sautronstauut. We will be glad to include 
without objection. 

(The statement referred to follows :) 


STATEMENT IN REGARD TO THE APPROPRIATIONS FOR THE TENNESSEE VA 
AUTHORITY BY JOHN RANDOLPH NEAL, KNOXVILLE, TENN 


Iam Dr. John Randolph Neal, dean of the John Randolph Neal College of 
Law, at Knoxville, Tenn. I have appeared before the Senate and House Appro 
priations Committees favoring legislation for the TVA more than 30 times. I 
helped Senator Norris frame the original Norris Act. I favored the TVA largely; 
on account of my desire to have navigation improved, which in my opinion, if 
it had been turned over to private power groups, navigation would have been 
blocked rather than helped. I therefore now favor very much that the appro- 
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priation for forestry, mapping, and investigations of mineral resources of the 
valley be not canceled. This aids the TVA in its work in the valley flood control 
as related to forestation and physical contour. 

I thank the committee for its kindness in permitting me to file this brief 
statement. 


Senator Kerauver. Mr. Chairman, I have a statement which I will 


file and not read. 
Senator SALTonsTaLL. Without objection, it will be filed. 
(The statement referred to follows:) 


STATEMENT OF SENATOR ESTES KEFAUVER 


Mr. Chairman and gentlemen of the committee, I appreciate the opportunity of 
making a statement before this committee. I shall be brief I think that the 
major considerations you gentlemen should keep in mind are these: 

1. Congress, in approving the 1939 purchase of Tennessee Power Co. property, 
undertook on behalf of the Government an obligation to meet the power needs 
of at least the territory formerly served under contract by the Tennessee Valley 
Authority. 

2. There is no other power now available to meet the needs of the valley 

8. By far the greatest user of power in the valley is the Government with its 
atomic energy and defense installations, and contractors engaged in defense 
work. By 1956 over 50 percent of the energy will be used by the Atomic Energy 
Commission alone 

4. Since the Government the greatest user, TVA rates have resulted in a 
tremendous saving to the Government 

5. The TVA is not just a power project. Funds for resources development must 
be restored. 

THE PURCHASE AGREEMENT 


In 1939, Congress adopted an amendment to the TVA Act authorizing the 
purchase of private-power property in the area 

I would like to incorporate in this statement pertinent provisions of this act 

“Sec. 15c. With the approval of the Secretary of the Treasury the Corpora 
tion is authorized, after the date of enactment of this section, to issue bonds not 
to exceed in the aggregate $61,500,000. Such bonds may be sold by the Corpora 
tion to obtain funds which may be used for the following purposes only: 

“(1) Not to exceed $46 million may be used for the purchase of electric-utility 
properties of the Tennessee Slectric Power Co. and Southern Tennessee Power 
Co., as contemplated in the contract between the Corporation and the Common 
wealth & Southern Corp., and others, dated as of May 12, 1939 

“(2) Not to exceed $6,500,000 may be used for the purchase and rehabiltation 
of electric-utility properties of the Alabama Power Co. and Mississippi Powe 
Co. in the following-named counties in northern Alabama and northern Missis 
sippi: The counties of Jackson, Madison, Limestone, Lauderdale, Colbert, Law 
rence, Morgan, Marshall, DeKalb, Cherokee, Cullman, Winston, Franklin, Marion 
and Lamar in northern Alabama, and the counties of Calhoun, Chickasaw, 
Monroe, Clay, Lowndes, Oktibbeha, Choctaw, Webster, Noxabee, Winston, Nash 
oba, and Kemper in northern Mississippi. 

“(3) Not to exceed $3,500,000 may be used for rebuilding, replacing and 
repairing electric-utility properties purchased by the Corporation in accordan 
with the foregoing provisions of this section. 

“(4) Not to exceed $3,500,000 may be used for constructing electric-trans 
mission lines, substations, and other electrical facilities necessary to connect thi 
electric-utility properties purchased by the Corporation in accordance with the 
foregoing provisions of this section the electric-power system of the Corporation 

“(5) Not to exceed $2 million may be used for making loans under section 12a 
to States, counties, municipalities, and nonprofit organizations to enable them 
to purchase any electric-utility properties referred to in the contract between 
the Corporation and the Commonwealth & Southern Corp. and others, dated as of 
May 12, 1939, or any electric-utility properties of the Alabama Power Co. of 
Mississippi Power Co., in any of the counties in northern Alabama or norther: 
Mississippi named in paragraph (2). 

By this act, and by language in the committee report, as well as by testimony 
before the committee, including that of the late Mr. Wendell Willkie. then presi 
dent of Commonwealth & Southern, who represented the bondholders of the 
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see Power Co., it is quite obvious that Congress ga‘ TV the res} 
of meeting the power needs of the Tennessee Val 
| show later how much of the power being produced is goi into defense 
er directly by the supply of Government i 
manufacturers engaged in defense 
Nnaustries, 
think I ¢: 


the demands ma 
‘O OTHER POWER AVAII 


There is no other powe upply available 

At an opportune mioment, as this Congress was considering appropriations 
TVA, Mr. R. B. Wil ce president of Mississippi Power & Light Co., sta 
that they could provi the power needs for the ci Viemphis, Tenn. 

I have read the exchange of letters between Vilson and G. O. Wessenaue 
manager of power of , al ave read the testimony of Mr. Wilson bet 
the House committee 

TVA quickly tried to get Mr. Wilson to state how much tirm power he we 
offer and at what prices As stated so well in Mr. Wessenauer’s letter 

‘As for firm power, We would, of course, consider a y ffer that vou 
an offer without a price is not an offer, and our discussions certainly 
no basis for any hope that we could buy power from your system at p 
remotely comparable th the cost of providing power from new stations o1 
own system.’ 

Thus far, Mr. Wilson has > no proposal at all as to the price at whi 
he would seil TVA power ; nor »>made any definite proposal as to t 
of power that he would make available to TVA on a firm basis 

Of course, price is important because, if TVA is forced to pay premium r 
oO private power compani s, then TVA cannot fulfill its obligation imposed 


i 


t 
Congress as to bond payment and as to repayment of power appropriatior 


Furthermore, the Government will find itself paying much more for the pow 
it uses in atomic-energy installations and in other defense work 

Any private power company would have to build new installations to fur 
power to Memphis, the western terminus of the TVA lines 

The logical place to build that installation is at Fulton, where the TVA pla 

The logical builder is TVA. 

I can see no good reason for trying to include a hidden subsidy for the pi 
power interests in the TVA appropriation. 

And any bill which forces TVA to try to buy power at premium rates fron 
private utilities is nothing more than a hidden subsidy for those private utilit 


POWER FOR DEFENSI 


By far the greatest single factor in the rapid increase in the demand 
power has been the Atomic Energy Commission, with its large expansion at O 
Ridge, Tenn., and Paducah, Ky. I believe it will be generally agreed th 
the Atomic Energy Commission is a national asset. 

During this past vear, AEC asked TVA to supply three-fourths of 
required for additional facilities at its Paducah plant. 

Incidentally, one of the AEC plants now in operation in Oak Ridge use 
more electric power than the entire city of Detroit, and I am told that the nm 
plant now under construction there will use more electric power than the 
New York. 

With these additions to the amounts TVA already was supplying or expe 
to supply, the total amount of TVA power to be used by the AEC will be 
billion kilowatt-hours a year. In only a few States in the Union will there 
more energy used for all purposes. 

By the end of 1955, one-third of the capacity of TVA and over 50 percent 
of the energy produced by TVA will be used in supplying the atomic-energ 
installations. 

There is no way that I know of by which we can estimate how much TVA 
is saving the Government in cost alone by supplying this power. But whe 
you talk about TVA’s favorable rates—remember that the biggest single ben¢ 
ficiary from those rates is the United States Government, because it is the 
biggest user. 





SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 129 


The existence of these rates was a favorable consideration also in obtaining 
ivorable rates from the private power company. 

The following is a listing of direct sales by TVA to Federal agencies and 
ndustrial users principally engaged in defense work. They do not, of course, 


eflect at all the sales made to contractors and manufacturers on defense work 
by the TVA distributors 


TVA sales in fiscal 
Direct sales to industrials and Federal I 
Algonquin-Missouri Chemical Corp., ville, ‘ 65. 325.118 
Aluminum Co., of 


America, Alcao, ' 1, 531, 616, 017 
Monsanto Chemical Co., Columbia, Tenn S84. 340. 000 
Pittsburgh Metallurgical Co., Calvert City, K) 229, 407, 568 
Reynolds Alloys Co., Sheffield, Ala 98, 876. 506 
Reynolds Metals Co., Sheffield, Ala 945. OSO. 000 
Tennessee Copper Co., Copperhill, Tenn 7, 394, 800 
Union Carbide Carbon Corp 

Electro-Metallurgical Div., Sheffield, Ala 

National Carbon Co. Div., Columbia, Tenn 
Victor Chemical Works, Mount Pleasant, Tenn 
Other industrials 
Federal agencies 


Total 


Preceding year 6, G42, 669, 469 


When they are in full operation, the total demand of the Atomic Energy instal 
ions at Oak Ridge, Padueah, and Portsmouth will be 50 billion kilowatt-hours 
ind a difference of only one mill in the electrical energy rate will mean $50 
illion a year to the Government on a 50-million kilowatt-hour demand 
We have all been looking for ways by which the Government can save n 
I think we have found one way—it is in TVA. 


RESOURCE DEVELOPMENT 


The bill now before this committee eliminates TVA’s resource development 
rogram. This includes work with the States, counties, and private landowners 
n reforestation, forest-fire control, and all other forestry activities During the 
drought of last fall millions of dollars worth of timberland were saved fro1 
orest fires by the fire-control program alone. 

It also includes all soil and water conservation demonstrations in small water 
sheds tributary to the Tennessee River system. It includes technical assistance 
to valley States and stream-pollution control. It includes advice to States, 

counties, and others engaged in the development and use of the recreation, game, 
ind fish resources in connection with the TVA Reservoirs When we are pro- 
dueing these lakes we want them to be developed fully so that they will be of 
maximum benefit to all the people, 

The resource development program has as a goal the fuller use of valley 
minerals. Under this program technical assistance is rendered to State and local 
public agencies and private organizations in planning the further development 
of this region. In the course of this it is necessary that topegraphic maps, 
which are used by a large number of public and private agencies, be made. 

Although resource development accounted for only about 1 percent of the 
1954 proposed appropriation, in many ways it constituted the very heart of 
the Tennessee Valley Authority. It is the catalyst between the engineering 

work and the people for whom such works are built. 

The complete elimination of resource development funds is reckless and 
destructive of TVA and the region it serves. They should be restored by the 
committee, 


LEGISLATION 


Senator Kerauver. I will summarize my statement. 

Senator Satronstautyu. The committee will be elad to hear vou. 

Senator Keravver. Mr. Chairman, the first point I desire to make 
is one that was discussed by Senator Cooper, and that is to review 
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briefly the legislation back in 1939. At that time there was a « 
troversy between the private power companies and TVA as to y 
would serve what area and what would be done. Agreements wes 
reached between the power companies, the municipalities, the ru: 
co-ops and the Tennessee Valley Authority for the purchase by 
TVA of certain generating and transmission equipment, by the n 
nicipalities and cooperatives of certain equipment, in the so-cal 
TVA service area, which has been described here today. Extend 
hearings were held before the House Military Affairs Committee 
that time. The arrangement had been worked out, and the late Mi 
Wendell Willkie, president of Commonwealth & Southern, and others 
testified that it would be satisfactory. 


BOND AUTHORIZATION 


So the TVA was authorized by act of Congress to issue bonds 
the approximate amount of $62 million for the purchase of its pa 
of the private power operations. The municipalities and the 
operatives raised money and issued bonds for the purchase of th« 
part. So there was a live-and-let-live arrangement worked out 
that TVA has served this area which is represented by this map, a1 
there have been very good understandings and working arrangement 
between the power companies around and in the TVA area since that 
time. 

There has been no effort on the part of the TVA to extend a gre 
power empire. This whole thing, Mr. Chairman, was approved by 
Congress. If you read the report of the House Committee in the 761 
Congress, it sets out in detail that there is an obligation on the part 
of the Federal Government for TVA to furnish power to the peop! 
of farms and industries in that region. Of course the cooperatives 
and the cities purchased the distribution systems for that purpose 
They have obligated themselves very, very greatly. 

Mr. Chairman, it certainly seems to me that in view of that fact, 
that the Tennessee Valley Authority ought to be able to operate lik 
any other private utility. It ought to be able to estimate its powe1 
needs and to have the Congress, which also recognized that for any 
major installations like dams or steam plants they would come to the 
Congress, and the Congress should enable it to have the generating 
facilities to supply this area which the Congress itself gave to the 
TVA to supply. 

We should not place the Tennessee Valley Authority in the positior 
of having to depend upon other utilities for power, being at thei 
mercy. A properly run private utility should not have to depend 
upon utilities adjacent to it for its facilities, and the Congress of 
the United States should not require the Tennessee Valley Authority 
to depend upon utilities even if the power was available, which it 
not, and no showing has been made here that they could actually 
get any power of any substantial amount from any of these other 
utilities. 

ACCELERATED AMORTIZATION 


Furthermore, Mr. Chairman, the Congress of the United Stat 
placed a responsibility on the TVA to pay back within a period o 
40 years every dime invested in the electrical operation, which stands 


{ 
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right now at $555 million. Fortunately, the TVA is a little ahead 
of schedule in paying back that amortized amount. But, Mr. Chair- 
man, it would not be fair to give TVA the responsibility of paying 
back within 40 years this $55 million and at the same time require 
it to purchase power at a premium rate from power companies around 
it so as to make its operation unprofitable. If you asked Mr. Clapp, 
he would tell you that they purchased a lot of power last year on 
which they lost money because they had to purchase power from pri- 
vate utilities at a premium rate. So it is impossible to penalize them 
and yet expect them to meet the obligation that Congress has placed 
upon them. 

This act of 1939, I think, ought to be considered very closely in 
deciding about the Fulton steam plant. We are only asking, Mr. 
Chairman, that we allow the TVA to do what any other properly 
operated utility would do, estimate its needs and make plans to take 
care of the needs in that section. That is its obligation, that is the 
obligation of any utility. 


HYDROELECTRIC POWER 


The second point that I wish to make, in answer to Senator Ellen- 
der’s question that he has raised several times, is that in the begin 
ning it was anticipated that there would be hydroelectric power, and 
then because the river would be low at times it would have to be 
firmed up. Mr. Chairman, the TVA people testified, and they are 
here to substantiate it, that if you would take out the tremendous 
load that has been placed upon the Tennessee Valley Authority, again, 
by the Government, because that was a proper location where they 
could get atomic energy sooner, where the power would be available 
more quickly, if you take out the atomic energy load we would be 
able right now to supply the needs of the valley with hydroelectric 
power plus the necessary firming up from steam plants. That is the 
situation as it exists today. 

Senator ELLenper. Senator Kefauver, when that matter was dis 
cussed, it was my view that the Atomic Energy should have its own 
plants and not connecting with TV A, because I envisioned what is now 
happening right here where, as I pointed out, the greater portion of 
the electricity that is now being used in that area is produced from 
steam plants. The idea that many have in mind is to just keep on as 
the necessity for it increases, just keep on putting Government money 
into that and expand it as far as it will go. 

Senator Kerauver. Senator Ellender, maybe that would have been 
one way of doing it, but I think this would be the better way of doing 
it. If each atomic energy plant had its own electrical generating 
facility, sometimes they need a little bit more than they do at other 
times. With the TVA they are able to bring in additional power and 
by having an integrated system keep a constant supply, so that the 
steam plant built for supplying Oak Ridge built by the TVA, would 
not have to be as large and expensive and expensively operated as if 
there were a single plant for Oak Ridge. 

The second thing is that if then in the future anything should happen 
to the atomic energy plant so that it would not need as much power, by 
having it in this integrated system it can be used for demands in other 
places. I am certain also that since TVA is in the business, since they 

85308 —53——28 
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have the responsibility im the territory, that they can supply the powe1 
cheaper to Oak Ridge. They are supplying it ‘cheaper than this fiy 
company agreement that was entered into for the plant near Paduea 
furthermore, it would belong to the Government in any event. In on 
case it would belong to the Government as a part of the seed enero’ 
operation, and in the other case it belongs to the Government as a par 
of the TVA. TVA is in the power business, the Atomic Energy Con 
mission is not in the power business. 

Senator EiLtenper. You can at least integrate the power produced b 
these atomic energy plants with TVA, very simply. It can easily go 
in that way. 

Senator Keravver. I am sure it couid be done, but it would | 
meant that you would have three power systems operating within 
valley, and I think it would have meant more expense. 


OAK RIDGE PLANT 


Now, Mr. Chairman, I have seen this in the paper so I am sure it 
not restricted. I took a visit around Oak Ridge some time ba 
with one of the operating people, and we saw one of the new plant 
that has been built at Oak Ridge. It was a tremendously huge plant 
I was told, Mr. Chairman, that that plant would use more electri: 
than the whole city of Detroit with all of its industries. That is a 
tremendous amount of electricity. 

Senator DworsHax. Why was it located there if there is an alleged 
shortage of power? 

Senator Kerauver. As a matter of fact, there was more power there 
at. that time than anywhere else. 

Senator DworsHak. I do not think that is true. I do not think the 
record will support that. 

Senator Kerauver. More readily available power at that time. Of 
course, there would be more in the Pacific Northwest. You have the 
large Hanford plant out there. But that was a consideration. 

Another consideration was that it was interior, and they found a 
location that is protected by the valleys and the mountains, and the 
have a lot of cool water which I understand they could take from th« 
bottom of Norris Lake. But in any event, I say to the Senator from 
Idaho, that is a decision made by our Government, and I do not think 
the people, the farmers and home people, and the people who have their 
industries, ought to be penalized because that decision was made by thi 
Government. 

Senator Dworsuak. I raised that point, Senator, if you will excuse 
this interruption, merely because it has been stated and restated many 
times during the course of hearings like this, that the only territory 
or area in the entire United States is the Tennessee Valley where they 
could locate any of these atomic-energy plants. I have never visited 
that particular section, but I do know something about it. I do know 
something about other areas in this country, with their potential 
power-generating facilities. It just does not make sense to me that 
we cannot have any atomic-energy development unless we locate it in 
your particular section of the country. I cannot understand that. 

Senator Kerauver. Senator, we are awfully proud of our Tennes- 
see Valley region but I do not think we have ever made any claims to 
that effect. We dothink we do well. But there is a big atomic-energy 
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plant at Hanford. This new one at Porstmouth, Ohio, will not be 
sexual by the Tennessee Valley Authority. In any event, the plants 
were located there. 

Mr. Chairman, I was talking about this large K-31 : 
more energy than all of the city of Detroit. “B eal u say, “it brings 
.lot of employment.” Well, it does bring some employment. Tas! 
how many men it took to operate that 1 plant that uses more energy 
han all of the city of Detroit, and I think the answer was 62 peopl 
So from the employment Vie wpotnt it is of littl ipo nce. Wi 
proud of it. But, Mr. Chairman, the thing is that it so happened that 
f it had not been for atomic pont we could use our hydropower 
and firm it up. The atomic-energy plants have been put there, we are 
glad to have them there, but I think that should not be used to pena 

e the people of the valley. 


NEED FOR STEAM PLANTS 


The second point is that having the hydropower and the steam 
power, we cannot just stop it because it is going to require more steam 
plants to furnish that area. 

May I say in that connection that I . ave been informed that when 
the three atomic- -energy plants come in, Portsmouth, Paducah, the 
new part down at Oak Ridge, that 50 billion kilowatt-hours of elec- 
tricity will be used. TVA has saved the Nation untold millions of dol- 
lars by setting a pace for a low price for atomic-energy electricity. 

Raise 50 billion kilowatt-hours by 1 mill and it costs the Govern- 
ment $50 million a year. So the price to the Atomic Energy Commis- 
sion at Oak Ridge is low. Setting that low price as a pattern and those 


that are supplied by private utilities saves the Government a large 
sum of money. 


DEMAND FOR POWER BY AT 


Mr. Chairman, the next point I wish to make is that as of right 
now, the Atomic Energy Commission, plus defense industries, are 
taking half of the power. By that I mean the Aluminum Company 
of America and other industries engaged in defense work. By 1958 
the atomic-energy program itself will be taking considerably over 
half ot the power from the ‘Tennessee V illey “ but u f the rates t] 
are charged the customers, some 1,500,000 electrical customers, t! 
Federal Government will have its investment pai ‘k within a 
10-year period. I appreciate the desire of the comm ee to cut down 
appropriations, but there are some appropriations where you spend 
money where it is gone forever. This is not in the category of an 
appropriation where the money is appropriated and it is gone for all 
time. This is not only going to come back to the Federal Government 
within 40 years, but it is going to mean increased business and in 
creased revenue during that time to the Federal Government. 


POWER SHORTAGE 


Regarding the estimates of the power needs for the Tennessee Valley 
Authority, I do not think there is very much dispute but that there 
will be a shortage in 1956 unless this Fulton steam plant is built. 
Examine the estimates of the TVA on this and remember that Mr. 
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Wessenauer is certainly one of the great power men in the Unit 
States. He is like so many other of these TVA people, Mr. Chairma 
He could earn 3 or 4 times more money in private industry. But 
has done a good job, and he is keeping at it, hke Mr. Clapp, Miss Owen, 
and others. On the 3-year basis of estimates, the TVA has been o 
the conservative side in estimating its needs. In the House repo: 
there is some language to the effect that the TVA has overestimat: 
its actual use at least half of the time. Well, those figures are base: 
upon inaccurate and misleading reports. For one thing, they a: 
based upon this kind of report: That the TVA estimating that 
would need more than the actual power used. Well, during a goox 
many of these years, there were enforced brownouts on us, so that 
did not have the power that we estimated we ought to have, so we had 
to cut down the Aluminum Co. Advertisements had been runni! 
in the papers to use electricity scarcely. A good many industries | 
been cut off. So these figures are based on what was actually neede 
before an enforced brownout for reduction was put into operat ion. 
Mr. Chairman, when the question comes up as to the estimates b 
the TVA of their power needs, you will find here that TVA itself | 
underestimated slightly its needs in the past. They are in the reg 
know. And since 1941 to 1952 they have underestimate 


and they 
I wrote letters to a cross section of city distribution 


their needs. 


plants and REA co-ops, asking what their needs for the next 4 or 
years were going to be, because when you get it down to the local d 
tributors, then that is getting right at the grass roots about what thei: 
anticipated needs are going to be. I have here from some 35 distrib 
tion plants, a cross section of Tennessee cities, large and small, lars 


and small co-ops, which are representative, letters which I would li! 
to ask permission to be filed in the appendix of the record, which shi 
that they anticipate a larger use of power than the TVA has estimate 

I think they are very useful in sustaining the TVA’s estimate of 
power needs. 

Senator SarronsraLL. Without objection they will be filed as pai 
of the appendix of the record. 

(The material referred to appears on p. 450.) 


RESOURCE DEVELOPMENT 


Senator Kreravuver. There is one other point I want to make a 

strongly as I can. That point is the $2.3 million in this appropri 
tion for resource development. I want to call the committee’s atte: 
tion to the TVA Act, that this is not something that the TVA has 
just gone into on its own without any authorization from Congre 
In the TVA Act itself the preamble provides, 
An act to improve the navigability and to provide for the flood control of t! 
Tennessee River, to provide for reforestation and the proper use of margil 
lands in the Tennessee Valley, to provide for the agricultural and industri 
development of said valley, to provide for the national defense. 

And all through the TVA Act, for instance on page 4 of the act 
section 5 (c), it requires the TVA to cooperate with National, State, 
district, and county experiment stations and demonstration farms 
So the idea, Mr. Chairman, was that the TVA, in the development of 
this river, was supposed to work with the people to try to see if they 
could not get forests back on the land, to try to see if we could not get 
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an agricultural use that would prevent the water from running head- 
strong into the river and creating floods. They do all of this with 
this small amount of money. They have performed miracles with 
this small amount of money. They have been able to secure the 
cooperation of school children, counties, and States, and the exper! 
mental stations in the various universities. They work with the peo 
ple themselves to get them to practice proper agricultural and forestry 
needs. Furthermore, in this $2.3 million the vti ake the lead for stream 
pollution, to try to combat it: malaria control. to try hat the 
akes are properly | developed and are not cluttered up \ 
recreation facilities, and many, many other things, so 
holds the TV A together as a great unified agency 
i is is really the heart and core, I think, of 
evelopment. 
Mr. Chairman, I have been very interested in the 
eginning. I have known the top TVA officials, and 
the employees. If there is an organization anywhere that maint 
a fine morale, a fine spirit, and w ith excellent competent pea 
on a nonpartisan basis, stressing efficiency and good work, it 
rennessee Valley Authority. And it is supported in our section, 
Mr. Chairman, by everybody alike. Down at Chattanooga, Mr. T. R. 
P reston, who was an officer ot the ¢ ommonwealt & Souther An fought 
TVA hard back in the beginning but is 1 


boosters. That is true all the way through. 


roper 
i 


Tl 


RESTORATION REQUESTED 


I do none that this $30 million for the s 
that the budget estimate for the resour 

Mr. Chairman, I have, in addition these letters setting forth t 
anticipated use of electricity by the municipalities an co-ops, certain 
other selected letters from prominent citizens relative to provisions 
of this bill i, SOME 6 or 8 of them. whicl will ‘ kk I 1imous consent 
to file. 

Senator SautonsTaLnu. Without objection, it will be so ordered 

Che material referred to appears on p. 450. 
Senator Keravver. Thank you.for the very 
d the members have given us, Mr. Chairman. 


QUESTION OF WISDOM OF PLANT LOCATION 


Senator Dworsnak. I noticed in your statement you said: 

During this past year, AEC asked TVA to supply three-fourths of the power 
required for additional facilities at its Paducah plant 

It would seem to me that there must have been poor consideration 
given to the location of some of these AEC plants in that particular 
area, say Paducah, if they immediately encount oe a power shortage. 
Certainly the officials who were in charge of that program knew very 
well that they would need a large supp ly of power with which to 
operate those so-called defense AEC pl mts. C <¥ you tell me why, 
for instance, they would put one at Padue ah, when they knew that 
there would be probably a shortage of power? 

Senator Kerauver. Well, Senator, it is not quite three-fourths that 
TVA is going to supply, but it is more than the other five companies 
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that have joined mn. I do not know the considerations. I di 
know it was located there until I read about it. I suppose tl 
decided that they could get power there as quickly as any whe 
sut there must have been other considerations, too. 

Senator E.ienper. There is fresh water, too. 

Senator Krravuver. Water and river navigation and many ot 
things that ename into consideration. 

Senator DworsHak. I can say I thoroughly agree with you that 
people in your TVA section should not be penalized because of | 
growing demands for power on the part of defense installat 
operated by the Government. I agree with you thoroughly on t 
point. But I am raising likewise the point to justify the location 
many of those AEC plants in that area when it certainly should ha 
been obvious that there would result power shortages and that the 
would probably be an encroachment upon the normal power req 
ments of that area. I know that is not anything in your jurisdict 
but I am raising the point because that is our business, to try 
rationalize some of these activities of the Federal Government. 

Senator Keravver. I wish I knew the answer. My general it 
pression is that the Atomic Energy Commission is very careful 
considering everything about the location of the plants, and I 
sure they must have had good reasons. 

Senator DworsHaKk. But you do not want them to penalize 
people down there because they may have made a mistake. 

Senator Kerauver. I did not say they made a mistake. | 
say this, I am sure the sentiment in the valley is if it is going t 
down one iota the operation of any of those atomic-energy 
will comtinue having enforced brownouts : and we will cut ou t 
‘Ise. But I do not think vou gentlemen want us to have to « 

Senator Dworsuak. No, but on the other hand, ay they 
wn ue to ‘ cate lditional defense and AEC plant sin that area, 

i@ full \ _ there is a shortage. Would you contend 

ind the steam-plant operations merely to provide power 

shor uld have sien known by those in « iarge of that progral t] 
would encounter a shortage of power ¢ 

Senator Kerauver. I will say, Senator, that if there was | 

viilable somewhere pe in the ‘othe Tr low ations, and veogrl 
reasons and water reasons and transportation were just as good, 
ought to be located elsewhere. But I think the truth is that the 
was not sufficient powel for this any where. These eee energ 
plants, as you so well know from the one at Hanford, use tremendo 
amounts of power. 

The third one that has been located, it should be said, is not in t 
TVA territory, but up at Portsmouth, Ohio. It will not be served 
TVA power. 

Senator Dworsuak. The clerk advises me that the Shawnee stean 
plant is located near the Paducah AEC installation and I presum 
will furnish some of the power for it. 

Senator Keravcver. Yes, but I do not believe that furnishes all thi 
power necessary. I think it gets some from the other plants of t 
system. I want to make this other point, and that is that Memphis is 
about 150 miles from any place where any power is generated. It get 
its power from New Johnsonville, on the border of middle and west 
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Tennessee and from the Pickwick plant so 
built any place else other than Fulton, new t 
have to be built, and the testimor oe 
10-percent wastage in trans rting 
Thank you, Mr. Chairman. 
Senator SALYTONSTALL, Thank you, } 
Senator Sparkman. the C! will I 
will request with a 
the point. 


RESOURCE DEVELOPMENT 


STATEMENT OF HON. JOHN J. SPARKMAN, A UNITED STATES 
SENATOR FROM THE STATE OF ALABAMA 


GENERAL STATEMENT 


Senator SPARKMAN. I will take the suggestion very 
man. Thank you very much. 

I realize, coming at the end this way, there iss 
for me to say, be ause the field has been well 
the courtesy and the patience of this committee in 
witnesses that it has heard in connection with this 
ting me appear for a brief statement. 

Mr. Chairman, I want to say a few words about t] 
opment. Senator Kefauver, in the concluding par 
had something to say about that. Mr. Louis E 
Florence Times and the Tr Cities D: ily, mace 
on the importance of resource devel pment in oura , 
development fi ids have budget approval before thi 
though the House omitted it. Furthermore, ] 
attention to this: That program fits entirely int of 
Pri sident Eisenhower, to the effect that he wanted t see the peopl 
the area participate in the program, because the 1 rce-devel ypme 
program of the TVA is one of cooperation bet we TV 
various local agencies, such as the land-grant coll 
service, soil conservation service, Various eC unty 
organizations in the area. 

Mr. Chairman, it is not one that gets the public attent 
power does. I dare Say most people in thin] ne of T\ A we ld think 
immediately of power. That is the activity that catches the headlines 
and that people think about. But I dare say that the acivity that | 
profited the area of the TVA more than any other one thi 
nomically, has been this of resource development. 


AGRICULTURAL TRANSFORMATION 


Agriculture has gone through a remarkable transformation im this 
area during the years, and it has largely resulted in this cooperative 
effort between the TVA and the various agencies that I mentioned 
a few minutes ago. There has been some very fine testimony here on 
the effect on forestry and forest farming and things of that kind, 
soil protection, stream pollution, and all of those things that belong 
in this resource-development program. 
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Furthermore, I am quite certain that the thing that has made T\ 
known in other parts of the world, more than any one thing, is th 
resource-development program. 

Mr. Chairman, I am sure that as you have visited foreign countri: 
particularly in underdeveloped areas of the world, you have fou 
that the one thing that was well known in the United States was t 
TVA. I have found that to be true everywhere I have gone. I ha 
been in some of the arid countries where it is a constant struggle to 
vel enough food for their peo p le, vhere they are constantly working 
on great irrigation projects in Oo on to conserve all of the water tl 
they can possibly get. Everywhere you go, they think of the TVA 

a great example of conservation and building up of the resource 


the area, | was intere sted in ! eading an article in the pape r 


within the last day or so about this Indus River that has been a som 
( f much trouble and dispute between Pakistan and India. Dr. Da 
Lilienthal had made a suggestion, one that apparently both the Pa 


tan ¢ 


rovernment and the Indian Government were quite willing t 

ept, that is, that the Indus River, lying partly in each cour 
and being of such Importance to both countries in this strt ry 
produce food, be developed along the line of the unified TVA pl 
gram. I noticed in that same article that the Bank of Internatio) 
Development was studying the proposal with an idea of the possibilit 
of financing it. 

I use this simply as an example for the point that I made, 
it was this resource development program of the TVA that really 
attracts more attention in foreign countries than any other part of the 
TVA program, even though we here at home might overlook 
because of the headline s that play up the TVA power deve ‘lopment 

I do want to sav a few words about power, although it has be¢ 
pretty well covered. I am not going to cite you any figures. Y« 
have the official figures TVA has given you, and various ether pet 
lj ive cle lt in figures. But I remem! er very we 1] when the TV \ 
first started. I remember the lifti o of evebrows of people, vik 
uestioning by private utilities and by many people in Congress 

1 the Government, as to what would be done with all of that ps 


| 
ie 


that would be generated down there. 
r'VA POWER SURPLUS 


Well, there hardly was ever a time when there was what you could 
eall a surplus of power in the TVA. I remember during World 
War II how we built dams everywhere in the TVA area, and built 
| or 2 steam plants, reactivated 1 or 2 steam plants, to get all of t 
power we could. I remember ] dav talking to Mr. Lilienthal towal | 
the end of the war, and I said, “What in the world are you going 
to do with all of this power when we cut down on war produ tion?” 
He made to me what then was an amazing statement. He said, 
“Mark my word, the problem will not be what we will do with all 
of this power: it will be where will we get enough power to suppl) 
the demands of the area.” 

And how truly prophetic was that statement by Mr. Lilienthal. 

Somethings have been said, and I think a great many people believe 
them, that the TVA area pulls industries from other parts of the 





SECOND INDEPENDENT OFFICES APPROPRIATION 
country. Mr. Chairman, particularly has that bee 
ence to your area, New England. The Govern 
today, and I think he is right, that there has not b 
England textile plant to move tothe TVA since it | 

Furthermore, I thu k I am safe in saying there ha 
plant pick up and move from any other area into 
that time. There has been a remarkable indust 
TVA area. But it has come from new plas ts 
to the area, plants that used the resources of t] 

After all, in most plants, power 1s not a ma] 
certainly is true in textiles. We have textiles 


but we have had them there since before the Civ 


HUNTSVILLE TEXTILE PLANT 


My home town of Huntsville had one of the vei 
in all the country, the old Bell factory which wa 
ton mill. We have had a great number of spindles 
time, and right on down to this time. But none 
other areas. But power—I will not say it is a neg! 
is a minor factor in the cost of the textile opel 
factor in such things as chemicals and aluminum 
$y the way, I will call your attention to the fact that before 
TVA was ever started, the only aluminum producer 
in the Tennessee Valley. That was the Alumin 
And during the day sof World War II, they expal 
I don’t know how much, but I would say 3 or 4 t 
The second producer moved in, and he went into 
ley area. That was Reynolds Metals Co., who wi 
beginning or just before the beoinning ot the S« 
Reynolds has expanded its capacity several differ 
doubted|y would have expanded it still more had pr 
in the quantity needed at the time needed. Reynol!l 
plants and expanded production of aluminum in Arkai 
Pacific Northwest, in Washington, in Oregon, and O 
We have not had a surplus of power in the Tenne 
certainly are not confronted with an 


TVA ESTIMATE OF POWER NEEDS 


The TVA, I think, has been quite moderate in 
needs, and I believe all of the testimony that is 
perts from the private utility field today will bear out 
that they are moderate in their estimate of their needs ove1 
few years. 

Mr. Chairman, we are not asking for power for the purpose of 
enabling us to bring industry to our section of the country from some 
other section. We are asking for the power that is needed to enable 
us to go through with the normal industrial expansion that we have 
a right to expect. I believe that in order to have that power, when 
we take into consideration the unusually large part of the power that 
is consumed by the Government agencies throughout that area, we are 
entitled to the various power units that were originally recommended 


] 


for this area, and particularly do I refer to the Fulton steam plant 
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that was proposed for the general area of Memphis, and for the othe: 
units proposed for the different plants. 


TVA INCENTIVE FOR PRIVATE ENTERPRISE 


Some people have said at different times that this was not in keep 
ing with private enterprise. Mr. Chairman, I just want to mention 
this,and then Lam through. I well remember when one of our lead 
ing Senators was first elected to the Senate. It happened to be at 
the same time that I was first elected to the Senate. He came of his 
own volition and at his own expense to the TVA area because he said 
he wanted to see it. He had lunch in my home town with a group of 
us. In the course of his remarks, and even after he came to Wash 
ington and entered in the Senate, he has repeatedly said this, that 
contrary to the idea that the TVA was in competition with private 
enterprise, he found it to be the greatest incenive that he had ever seen 
for private enterprise. I refer to the acting majority leader of the 
Senate, Senator Knowland. 

Mr. Chairman, it is deserving of your support. It has done a 
tremendous job in developing a great river that never in this world 
could have been or would have been developed had it been left to 
private capital to develop. It is just simply beyond the power of 
priv: ate ¢c apit al to deve slop a great river syste m suc h asthis. TVA has 
certainly met the demand of the Government for power, and there is 
no need of my reminding you that it made a tremendous contribution 


to World War II. 


AREA DEPENDENCE ON TVA 


Our area after all must rely upon the TVA for its power, becauss 
of that tacit agreement that Mr. Barry testified about today. I well 
remember that. I sponsored that bill in the House of Representatives. 
Senator Norris sponsored it in the Senate. It became the law. Whil 
the agreement was not written into the law, it was tactily agreed that 
there would be the dividing lines between the private utilities and t] 
TVA. This division has been honored ever since, as Mr. Barry 
today. 

We look to the TVA to supply us power. We feel we are entitled 
o the power that we need for our normal industrial development. | 
respectfully ask this committee to give us the funds with which t 
make this power available. 

Senator Sarronstatu. Thank you, Senator Sparkman. 

Senator Keravuver. May I ask the indulgence of the committee for 
a half minute? 

Senator SALTONSTALL. Yes. 

Senator Kerauver. I have here a map which shows all the installa- 
tions and the dams of the area, which will be useful to the committee 

Senator Sarronstauy. I do not believe the map can be reproduced 
in the record, as it is in colors, however, it will be filed with the com 
mittee, for the perusal of those interested. 

Senator Kerauver. I would like the record to show that at the hear 
ing here today there have been Members of the House from all! of the 
seven valley States, to express their interest from the House of 
Representatives, and also, Mr. Chairman, that some large number of 
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interested citizens, mayors, heads of co-ops, farmers, and other 
come up to just show their interest. All of them would be glad 
tify if they could, but of course that is impossible. 1 have a 
their names, most of them. I think, that have been here. 


1 1 


Senator SaLronsTaLu. Without objection that will be include: 
the record. 
(The list referred to follows:) 


ALABAMA 


I. R. Norsworthy, manager, Electric Department 
Mayor Floyd Brown, Albertville, Ala 
Floyd Anderson, manager, Joe Wheeler, Electric Members! 


A. O. Richards, city clerk, Russellville. Ala 
H. U. Gilbert, Sand Mountain Electric Co-op., Fort Payne, Ala 
(, P. Gilbert, Sand Mountain Electric Co-op... Fort Payne, Ala 
Carl A. Woltersdorf, manager, Huntsville Electric System, H 
I). J. O'Gara, manager, Burton Electric Service, Bessemer, Al: 
|. L. Bledsoe, manager, Cherokee Co-op., Centre, Ala 
Mayor Jap Bryant, Bessemer, Ala 
Kk. Hamlet, manager, Electricity Department, Tuscumbia 
Boyd Turner, Scottsboro Electric Department, Scottsboro, . 
John Ford, manager, Electric Co-op., Electric Association of 
gomery, Ala. 
Lee Bainer, attorney for Bessemer Electric Service, 1813 ° i Avenue, 
semer, Ala. 
Robert M. Swain, Scottsboro, Ala 
W. I. Hooper, manager, Power Department, Sheffield, Ala 
Samuel E. Roper, president, TVT and L. C., 1211 Nash Avenue, Sheffield. Ala 


GRPORGIA 


1 


Dine Ridge Electric Association. E Nicholsot 


KENTUCKY 
©. T. Winslow, board member, Electric Plant 
Hiubert Cherry, superintendent, Electric Plat 
Golladay Lamotte, Klectric Plant a ard. 
Howard Wiggins, manager, Pennyrile 

kinsville, Ky. 


MISSISSIPPI 


Thames, manager, Central E. P. A., Carthage, Miss 
Nunnally, superintendent, Louisville Eleetric System, Louisville, Miss 
Pyle, president of board of directors, Tishamingo County EPA., Luka, 
Miss. 
John Henry Allen, vice president of board of directors, Tishamingo County 
EPA, Luka, Miss. 
Mrs. Vester Stone, TVA consumer, Pontotac, Miss 


NORTH CAROLINA 
W. Frank Forsyth, Murphy Power Board, Murphy, N. ¢ 
TENNESSEE 


8S. J. Randall, manager, Board of Public Utilities, Sweetwater, Tenn. 

W. F. Voss, chairman of board, Jackson Electric Department, Jackson, Tenn 

Wesley Jackson, manager, Tennessee Valley Electric Co-op, Savannah, Tenn. 

J. G. Walker, vice president, Chickasaw Electric Cooperative, Sommerville, 
Tenn. 

H. C, Sellers, Union City Electric System, Union City, Tenn 
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Mr, Reager Motiow, Lynchburg, Tenn., Duck River Electric Membership 
Shelbyville, Tenn. 

John L. Gray, general manager, Bristol Electric System, Bristol, Tenn 

bE. T. Edmonds, superintendent, Brownsville Eléctric Department, Brow) 
Tenn. 

Ek. H. Wright, Southwest Tennessee Electric Corp., Brownsville, Tenn. 

C. N. Dunagan, manager, Dickson Electric Department, Dickson, Tenn 

E. H. Hamilton, manager, Clinton Power Commission, Clinton, Tenn 

Brady E. Lee, CEMC Clarksville, Portland, Tenn. 

A. A. Kelly, attorney for Sequachee Valley Electric Co-op, South Pit 
Tenn. 

Smith Rea, manager, City of LaFollette Electric Department, LaFollette, 17 

Leonard Sisk, manager, Nashville Electric Service, Nashville, Tenn 

Leon Gilbert, chairman of board, Electric Power Board, Nashville, Tenn 

Judge C. G. Blackard, general counsel, Electric Power Board, Nashvilk 

Raymond H. Forkner, manager, Upper Cumberland Electric Membership « 
Carthage, Tenn. 

T. H. Allen, president, Memphis Gas, Light and Water Division, Memphis, ‘1 

A. Bouldin Perkins, chairman of power board, Department of Electricity, ¢ 
tin, Tenn. 

Will Henry Baker, chairman, TVA and Cumberland Valley Rally, Gal 
Tenn. 

B. B. Crockett, superintendent, Weakley County Municipal Blectric Sys 
Martin, Tenn. 

TEN NESSEE 


Brady E. Lee, trustee, Cumberland Electric Membership Corp., Clarksville 

Senator BE. E. Loftin, Columbia Power Board, Columbia, Tenn. 

Robert N. Mitchell, Bolivar Electric Department, Bolivar, Tenn. 

Clyde M. Elsea, Mountain City, Tenn. 

Tom J. Hitch, Tennessee Farm Bureau, Columbia, Merwe 

James McGarey, Tennessee Valley Electric Co-op, Savannah, Tenn. 

J. S. Hundley, Tennessee Rural Electric Co-op, 1! 105 West End, Nashvi 

Paul H. Tidwell, Merriwether Lewis Electric Co-op, Centerville, Tenn 

Gordon Clapp, TVA, Knoxville, Tenn. 

R. A. Kamperelier, TVA, Chattanooga, Tenn. 

Hon. George R. Dempster, mayor, Knoxville, Tenn. 

Gov. Frank Clement, Tennessee. 

J. C. Swidler, TVA, Knoxville, Tenn 

Herbert I. Bingham, executive secretary, Tennessee Municipal League 
ville, Tenn. 

Sam O'Neal, Washington, D. C. 

Ken Whitaker, Chattanooga Power Board, Chattanooga, Tenn. 

W. S. Speer. Tri State Electric Co-op, Copperhill, Tenn 

Walter Arnold, trustee, Lincoln Electric Membership Corp., Fayette 

J. Wiley Bowers, Chattanooga, Tenn 


Senator Krrauver. I would like, Mr. Chairman, if some of thei 
are still here, for you to see the fine type of people who are so inte! 
ested. Will those of you who are here just stand up and let the com 
mittee see you. 

Senator Hitt. May I add there were a great many more here t! 
morning, who came all the way here just for this hearing. 


SAVING TO DEFENSE INSTALLATIONS 


Senator Dworsnak. Senator, I would like to ask one question: | 
your statement which I found extremely interesting, you refer 
saving to the defense installations, particularly AEC, by virti 
procuring a cheap power from the TVA. Do you know what TYV.\ 
charges AEC and the defense installations for power? 

Senator Krravver. I have seen that figure but it is impossible f 
me to recall. 


; 
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Senator DworsHak. Mr. Clapp, can you answ 
Mr. Crapp. About 3.85 mills per killowatt-he 
Senator Kerauver. I would like also for the re 
not a little bit less than the AEC at Paducal 
power company group. 
Mr. Cuapp. I believe that is correct. 
Senator Kerauver. And is it not true that 
demand which the atomic-energy plants will 
3 raised it will cost $50 million ¢ 
Mr. Cuarp. That is right. 
Senator DworsHak. 1 might sug ; 
he procurement of electricity, but it might be out 
Senator SALTONSTALL, The hearing wil! be 
be kept open until tomorrow noon. 
I will insert, at this point in the record, 
communications pertinent to the hearing. 
(The material referred to follows :) 


Hon. LEVERETr SALTONSTALL, 
United States Senate, Inde pe ndent Offices Sul 


Room F37, Senate Office Building, Wash 


conn 


ntgon, J 


ue to my inability to accept your invitation to appear before your minittee 


iday morning, I would like to state for the benefit of your study that Kentucky 
Utilities Co. is a participant in a 5-party and 10-party agreement with Tennessee 
Valley Authority effective July 1, 1951, and recently extended to June 350, 1955, 
hrough this agreement the ten party pact delivered to TVA 31,938 M kilow: 
hours at a maximum hourly rate of 207 megawatts during 1951 a 


052 delivered 471,328 M kilowatt-hours at a maximum hourly rate of 
watts. No deliveries were made during first quarter of 1955 although ec: 
p to 300 megawatts were offered. 

Through the aforementioned agreements and other 


t agreements 
ncluding those between Kentucky Utilities Co. and TVA, a tot 
kilowatt-hours were delivered to TVA through the intercon 

iring the period July 1, 1951, to March 31, 1953 This 
megawatts per hour for the entire 21 months’ period. 


The Kentucky Utilities Co. has sold and interchanged pov th TVA since 


The Kentucky Utilities Co. has major direct inter 


onnection with TVA at 
Pineville and Kentucky Dam, both in Kentucky, and at Martin, Tenn. It has a 
major, indirect, interconnection through the system of Louisville Gas & Electric 
Co., at Louisville, and is establishing a major interconnection at the AK 
Kentucky project, hear Paducah, to be complete in July 1953 

regoing, there are eight minor interconnections. 

The simultaneous capacity of all Kentucky Utilities Co. interconnections with 
rVA is not less than 225,000 kw. 


In addition to the 


The Kentucky Utilities Co. made its deliveries and interchange through its 
direct connections and delivered to TVA a net of 220,419 thousand kilowatt-hours 
during 1951 and 230,167 thousand kilowatt-hours during 
hourly delivery during 1952 was 114,000 kw. 

This available capacity is increasing in all of the systems contiguous to and 
onnected with TVA system. Approximately 3,500,000 kw f the TV 


ot 


i952. The maximum 


\ svstem 
and the contiguous systems is presently used by or allocated to AEC pr¢ 
sumably for defense purposes. When the designed capacities of S 


jects, pre 
hawnee, Joppa 
and OVEC are complete for service there will be available more than 12 million kw 
of capacity to the Kentucky-Tennessee and contiguous area. When more is needed 
the Kentucky Utilities Co. will be ready and willing to provide its appropriate 
part without drawing upon the tax resources. 
R. M. Wa 
President, Kentucky Utilities Co 
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THE AMERICAN FORESTRY ASSOCTATION, 
Washington 6, D. C., June 25, 19 
Hon. LEVERETT SALTONSTALL, 
Chairman, Independent Offices Subcommittee, 
United States Senate Appropriations Committee. 

This statement is submitted on behalf of the American Forestry Associatior 
Fred E. Hornaday, its secretary. The association, organized in 1875, has 
more than 77 years been interested in the development and wise use of our fore 
and related resources of soil, water, wildlife, and recreation. Its membershi 
over 25,000 covers every State of the Union and most foreign countries 

The association is distressed to learn that the Tennessee Valley Author 
appropriation bill eliminates approximately $2,300,000 for resource developme 
including forestry, although this amount was included and recommended in t 
Eisenhower budget. 

This association strongly advocates economy in Government but we consi 
it false economy to cut off going projects completely. It is inconceivable t! 
the Congress will allow the resource development program of the Tennessee \ 
ley Authority to be discontinued on June 30 without at least considering sor 
provision for carrying on the program under some other auspices. 

The American Forestry Association is not speaking for or against the philosophy 
of the Tennessee Valley Authority program. It is, however, concerned wit} 
promotion of good forestry regardless of where it is practiced in the Un 
States. The cooperative programs of the TVA have been highly satisfactory 
the eyes of those individuals and organizations which have followed their pr 
gram and to discontinue these appropriations without any plan for the orde 
liquidation of the entire resource development program would be costly to t 
Government and would seriousiy affect the land economy of the TVA area 

As a matter of record the association desires to include as part of its stateme 
the attached letter received from Mr. K. 0. Elderkin, general manager, Bo 
Southern Paper Corp., Calhoun, Tenn. We believe this statement will be 
ful to the committee in its efforts to analyze the current situation 

The American Forestry Association strongly urges the committee to resto: 
sufficient funds for the resource development program of the Tennessee Va 
Authority in order that sufficient time may be given to cooperating agencies 
their efforts to secure alternate funds for carrying on their work. 

RED E, HoRNADAY 


RESOLUTION ON POWER ‘SuPPLY—TENNESSEE VALLEY 


Adopted April 24, 1958, by the Tennessee Valley Committee for Adequate Elect 
Power at Nashville, Tenn. 


Whereas within the power service area of the Tennessee Valley served by the 
TVA, with a population of over 6% million people, over 90 percent of the fart 
and rural homes are now electrified ; and 

Whereas a large and increasing number of these farm and rural home 
dependent upon an adequate supply of electricity to operate efficiently and e 
nomically ; and 

Whereas the average of the nearly 144 million residential consumers of el 
tricity now use almost 4,000 kilowatt-hours per year as compared to appro 
mately 600 kilowatt-hours per year in 1933, before the establishment of th« 
Tennessee Valley Authority; and 

Whereas these farms, rural and urban homes, and especially the housewivé 
therein, are more and more dependent upon an adequate electricity supply 
carry on the normal and modern functions of the household; and 

Whereas the electricity requirements of the business and industrial establis! 
ments of the Tennessee Valley have multiplied by leaps and bounds during the 
past 20 years and are continuing to require large additional supplies of electri: 
ity, and the 150 distributing agencies purchasing the power supply for these 
business and industrial users from the TVA have at the present time large and 
unfilled needs and requests for additional supplies of electricity never before 
present; and 

Whereas the Federal Government has, for purposes of the national defense 
begun to rely on the area of the Tennessee Valley more and more,. causing th« 
Tennessee Valley Authority to become the supplier of electricity to operate thes: 
national-defense installations, such as the atomic-energy plants, the Arnold Eng 
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neering Center, and Army Ordnance plants to such an extent that over one-third 
of the power supplied by the Tennessee Valley Authority now goes to these 
directly owned and operated national-defense installations; and 

Whereas for the past 20 years the estimates of the needed power supply for 
the farms, rural and urban homes, business and industrial establishments, and 
the national-defense installations served by the Tennessee Valley Authority have 
always been on the side of being conservative rather than too liberal: and 

Whereas these estimates of needed power supply have been prepared by the 
Tennessee Valley Authority in consultation with its 150 distributing agencies; 
and 

Whereas in the opinion of informed persons in the Tennessee Valley, from a 
thorough study of the budget request of the TVA to Congress, these requests 
are still on the conservative side rather than being too liberal; and 

Whereas it is becoming more and more apparent every day that the economy 
of the entire Tennessee Valley service area is very definitely tied in with and 
dependent upon an adequate supply of electricity that will keep pace with the 
constantly increasing demand of the farm, the rural and urban home and the 
business and industrial establishment and national service defense installations ; 
and 

Whereas there exists in the minds of the 6 million people and the 144 million 
users of electricity in the Tennessee Valley area great concern, that the Congress 
in considering the appropriation requests of the TVA will reduce the funds to a 
point which will prevent TVA from providing for the accurately estimated power 
needs of the Tennessee Valley ; now, therefore, be it 

Resolved, That the citizens of the Tennessee Valley, the users of electricity 
in this region of over 6 million people, and the organizations adopting this 
resolution do hereby urgently and insistently call to the attention of the Congress 
the following: 

1. In our opinion there is no feasible nor practical way to meet the certain-to 
occur power-supply needs in the Tennessee Valley except through the provision of 
funds to carry out the program as outlined in the TVA’s appropriation request 
as submitted to the Congress ; 

2. Other means of accomplishing the desired objective have been explored 
carefully and it is our studied conviction that the Federal Government has as 
sumed the role of the sole supplier of power in the Tennessee Valley, and that 
it is not practical nor economical to try to meet these needs except as they are 
now being met; and 

3. That all moneys appropriated for this purpose by the Congress will and 
must be paid back to the Federal Government over a 40-year period, as will a 
other moneys that have been advanced previously for the same purpose. There 
fore, we the citizens of the Tennessee Valley power service area are not asking 
for a gift from the Congress, but for a repayable loan for electricity-producing 
facilities which will still belong to the Federal Government after the users of 
electricity have repaid the money advanced. Be it further 

Resolved, That we, in convention assembled, ask that the Congress make the 
appropriations which have been requested in order that the Tennessee Valle) 
region will be able to meet its full responsibilities to the Nation, both in peace 
and in war, and that it will never again be necessary to think in terms of this 
region being the Nation’s No. 1 economic problem. Be it further 

Resolved, That copies of this resolution be sent to al? Members of Congress, both 
House and Senate, from the Tennessee Valley and to all Members of the Congress 
who are members of either the Senate or the House Appropriations Committee 


RESOLUTION ON THE TENNESSEE VALLEY AUTHORITY ADopTED APRIL 21, 1953, By 
THE TENNESSEE RURAL ELEcTRIC COOPERATIVE ASSOCIATION MEMBERS MEETING 
IN REGULAR QUARTERLY SESSION AT NASHVILLE, TENN. 


Whereas the membership of the Tennessee Rural Electric Cooperative Associa 
tion is composed of 21 rural electric cooperatives in the State of Tennessee, and 
these member cooperatives serve 225,000 meters, or approximately 1 million 
people, on farms, urban, business, and industry with electric service; and 

Whereas these rural electric cooperatives’ sole electric power supplier is the 
Tennessee Valley Authority, and it is the opinion of this body that there is no 
feasible nor practical way to meet the ever-increasing power-supply needs in the 
Tennessee Valley except through the provision of funds to carry out the program 
as outlined in the Tennessee Valley Authority’s appropriation request as sub 
mitted to the Congress ; and 
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Whereas the Federal Government has for purposes of national defense begu 
to rely increasingly on the area of the Tennessee Vailey causing the Tennesse: 
Valley Authority to become the supplier of electricity to operate national defense 


installations such as the atomic ener; 
hi 


gy plants, the Arnold Engineering Devel 
ment Center and Army Ordnance plants, to such an extent that over one-th 
of the power supplied by the Tennessee Valley Authority now goes to thes 
directly owned and operated national defense installations; and 

Whereas the estimates of needed electric power supply in the immediate future 
have been prepared conservatively by Tennessee Valley Authority in close coo 
nation with t rural electric cooperatives and municipal distributing organi 
ZALIODS ; ana 

Whereas this relationship between the electric cooperatives and the Tennesse: 
Valley Authority has brought about a constant cooperative effort on the part 
the two organizations ; and 

Whereas this constant cooperative effort has afforded the member 
tives of the Tennessee Rural Electric Cooperative Association an excelle1 
portunity to evaluate the effectiveness and efficiency of the Tennessee Valley 
thority in relation to the growth and development of this region; and 

Whereas it is clearly evident that the work of the Tennessee V: 
has been carried on in an efficient and business-like manner 

Whereas it is clearly evident that the work of the T ’ 
has been, is now, and will continue to be one of the greatest contributing 
Ors in the growth and development of this region ; and 

Whereas, the economy of the Tennessee Valley service area is definite] 


iy 


n with, and dependent upon, an adequate supply of electricity that 
pace with the growing demands of fa rurai, urban, business 
establishments and national defense installations: Now, theref 

Resolved, That the Tennessee Rural Electric Cooperative Association, at a reg 
lar quarterly meeting of its members, duly held on the 21st day of April, 195: 
restate its position of full support for the Tennessee Valley Authority and 
purposes; and be it further 

Resolved, That the Congress of the United States of America be, and is, heret 
urged to continue necessary appropriations for the future expansion and «dd 
velopment of the Tennessee Valley Authority which is so vitally f 
the growth and development of this region to meet its full responsibilities to the 
Nation, both in peace and in war, and that it will never again be necessary 1 
think in terms of this region being the Nation’s No. 1 economic problem ; 
be it further 

Resolved, That copies of this resolution be sent to all members of the Te1 
nessee congressional delegation, both House and Senate, and to all Members 
the Congress who are members of either the Senate or the House Appropriatio 
Committee, 


necessal 


RESOLUTION ON THE RuRAL ELECTRIFICATION ADMINISTRATION, ADOPTED AprRIL 21 
1953, py THE TENNESSEE RuRAL ELectTric COOPERATIVE ASSOCIATION MEMBERS 
MEETING IN REGULAR QUARTERLY SESSION AT NASHVILLE, TENN. 

Whereas the membership of the Tennessee Rural Electric Cooperative Associa 
tion is composed of 21 rural electric cooperatives in the State of Tenneseee, and 
these member cooperatives serve 225,000 meters or approximately 1 million people 
on farms, urban, business, and industry with electric service; and 

Whereas these rural electric cooperatives, in their program of indiscriminately 
extending electric service in the rural territories of Tennessee, have been financed 
by funds from the Rural Electricfication Administration ; and 

Whereas this relationship between the electric cooperatives and the Rut 
Electrification Administration has brought about a cooperative effort on the part 
of the two organizations ; and 

Whereas this cooperative effort has afforded the member cooperatives of the 
Tennessee Rural Electric Cooperative Association an excellent opportunity to 
evaluate the importance of the Rural Electrification Administration in relation 
to expansion of rural electric power facilities ; and 

Whereas it is clearly evident that the program of the Rural Electrification Ad 
ministration has been of inestimable value to the member cooperatives of the 
Tennessee Rural Electric Cooperative Association; and 

Whereas the Rural Electrification Administration has loaned the necessary 
funds to rural electric cooperatives for a specified time and at a specified rate 
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of interest with a record of repayment with interest which is unprecedented in 
the lending or banking business; and 

Whereas the program of the Rural Electricfication Administration will con- 
tinue to be of utmost importance in the expansion of electric cooperative sys- 
tems to meet the ever-increasing use of electric power : Now, therefore, be it 

Resolved, That the Tennessee Rural Electric Cooperative Association at a 
regular quarterly meeting of its members duly held on the 21st day of April 
1953 restate its position of full support for the Rural Electrification Adminis- 
tration; and be it further 

Resolved, That the Congress of the United States of America be, and is, 
hereby urged to continue necessary appropriations for the Rural Electrification 
Administration for future requirements in the expansion of rural electric co- 
operatives ; and be it further 

Resolwed, That copies of this resolution be sent to all members of the Tennessee 
congressional delegation, both House and Senate, and to all members of the Con 
gress who are members of either the Senate or the House Appropriations Com 
mittee. 


CENTRAL District E_ecrric MANAGERS’ ASSOCIATION, 
Murfree sboro, Tenn., June 5, 1953 
Hon. STYLES BRIDGEs, 
Senate Office Building, 
Washington, D. C. 

Sik: The Central District Electric Managers’ Association’s membership is the 
34 managers of electric cooperatives and municipal electric systems in middle 
Tennessee and southern Kentucky, who are distributors of TVA power to 338,000 
consumers in the area. We are in a position to know the effect a power shortage 
would have on this area. 

The following resolution was adopted at the regular monthly meeting of 
our association in Nashville, Tenn., on May 29, 1953: 

“Whereas the TVA is the sole source for electric power in the Tennessee Val- 
ley area and the people, business, and industry of this area are dependent 
upon TVA for such power ; and 

“Whereas great progress has been achieved in the TVA area in providing the 
comforts, conveniences, and economic benefits of cheap electric power to homes, 
farms, and industry; and 

‘Whereas the present arrangement whereby TVA provides electric power to 
the people was installed upon direction of the Congress; and 

“Whereas the people of this area have accepted this arrangement and have co- 
operated with it fully to the extent that a coordinated, efficient electric service 
has become a great catalyst in promoting economic progress an ational 
security ; and 

‘Whereas the Tennessee Valley Authority has made estim s of the area’s 
power requirements, which estimates we think are conservative: Now, therefore 
be it 

‘Resolved, That the Central District Electric Managers’ Association does de 
clare its firm support and confidence in the TVA as an integral part of the Ten- 
nessee Valley area and its people, and does declare its approval and support ‘for 
the continued development by TVA of an adequate additional power supply 
to fully meet the ever-expanding needs of the area’s people and industry and 
dees hereby request the national administration to support, and the Congress 
of the United States to appropriate, sufficient funds for the Tennessee Valley 
Authority for the construction of additional power facilities to meet the needs 
of the people of this area; and be it further 

“Resolved, That a copy of this resolution be sent to the President of the United 
States, the Director of the Bureau of the Budget, and members of the Appropria- 
tions Committee in the House of Representatives and the Senate of the Congress 
of the United States.” 

Respectfully yours, 
CENTRAL District ELectric MANAGERS’ ASSOCIATION, 
Frep G. Key, Secretary and Treasurer. 
May 12, 1953 
RESOLUTION 


Whereas the Railroad and Public Utilities Commission of the State of Ten- 
nessee is an instrumentality or agency of the State government composed of three 


385308—53— 29 





448 SECOND INDEPENDENT OFFICES APPROPRIATIONS, 1954 


commissioners, elected by the people, and having, among other things, statutory 
authority to regulate, control, and prescribe the rates to be charged by various 
public utilities performing intrastate services in Tennessee, including all privately 
owned corporations and firms engaged in the production, distribution, and sak 
of electric power within the State of Tennessee; and 
Whereas pursuant to this statutory authority, the commission is required t 
be familiar with the facilities, resources, and services rendered by such ente 
prises insofar as they operate within and serve the people of the State of Ten 
nessee ; and 
Whereas with the exception of some 6 or 7 communities, most of them sma 
and all of them located adjacent to the boundaries of other adjoining State 
ati of the people of the State of Tennessee are supplied with electricity generated 
by the publicly owned facilities of the Tennessee Valley Authority and, with on¢ 
exception, distributed by municipalities, cooperatives, electric membership c 
porations, and other instrumentalities not within the jurisdiction of this com 
mission to regulate and control, so that Tennessee is virtually a 100-percent 
public power State; and 
Whereas it is the opinion of this commission that under existing conditio 
and circumstances the expansion of the generating facilities of the Tennesss 
Valley Authority to the extent sought by that agency of the United States in 
recommendations to Congress is the only way and manner in which the growing 
demands for electric energy in Tennessee, and the other States comprising the 
Tennessee Valley area, can be promptly and efficiently supplied, and it is th 
further opinion of this commission that it is not feasible, practicable, or ec 
nomically sound to supply such demand by means of the supplementation of th: 
services of the Tennessee Valley Authority through construction of privat: 
owned generating and distribution facilities within this State: Therefore be 
Resolved by the Railroad and Public Utilities Commission of the State of 
Tennessee, that we respectfully petition the President of the United States t 
recommend, and the Congress to enact, legislation which will provide adequ 
funds for the construction of such additional generating facilities as the Te 
nessee Valley Authority has found necessary, and has recommended, in ord: 
to meet the present and immediately foreseeable future demands for elect: 
energy in Tennessee and the adjoining States comprising what is known as thé 
Tennessee Valley area; and be it further 
Resolved that copies of this resolution be forwarded to the President of 
United States, the Vice President of the United States, the Chairman of 
Appropriations Committees of the Senate and House of Representatives, an: 
each member of the Tennessee delegation in Congress. 
HAMMOND FOWLER, 
Chairman 
JoHN C. HAMMER, 
Commission: 
Cayce L. PENTECOS' 


e 


RESOLUTIONS FOR CERTAIN EXPANSIONS IN THE TVA SysTem, INCLUDING B 
Nor LIMITED TO THE NEW GENERATING PLANT at FULTON, TENN 


Whereas the membership of the Memphis and Shelby County Council of Cis 
Clubs stands 100 percent for expanding the TVA system; and 

Whereas it has been brought to the attention of the citizenry of the city of 
Memphis by public press and speeches made by Congressmen, Senators, et a 
that the Congress of the United States and the executive governing body of ¢} 
United States have instituted certain reductions and expenditures that curt 
the expansion program of the Tennessee Valley Authority; and 

Whereas such expansions that have been made in the past have only bee 
sufficient in size to generally keep abreast with the great growth of the territor 
served by said Tennessee Valley Authority; and 

Whereas certain conditions brought about by improved transportation method 
have made our perimeter boundaries more vulnerable to enemy attack and ha 
necessitated a further expansion of our interior regions: Therefore, be it 

Resolved, That the members of the 54 civic clubs, 30,000 members, that for 
the Memphis and Shelby County Council of Civic Clubs, go on record and infor! 
each Member of the Congress and the Senate of their great concern of the lack 
foresight that is needed to continue this expansion program, that each Con 
gressman and each Senator is fully cognizant that the great atomic energy plant 


f 
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at Oak Ridge, Tenn., could have never been made possible without the abundance 
of electric energy that was available for its use through the services of the 
Tennessee Valley Authority; and, therefore, be it further 

Resolved, That this resolution be mailed to each Member of the House of Rep- 
resentatives and the Senate, with humble prayer that the security of the United 
States can only be effective to the extent that our national resources be used 
to the fullest extent for the preparedness of this country to meet all devastating 
propositions, whether they be enchanced by the enemy, floods, or other acts of 
providence ; and, therefore, be it further 

Resolved, That since the city of Memphis is the largest distributor of TVA 
power and in critical need of more power, the Tennessee Valley Authority can 
operate its system at maximum efficiency only if there is a source of generation 
near Memphis to balance its system and meet the Memphis demand, and, there 
fore, the Congress should approve the construction of the steam plant at Fulton 
Landing, Tenn., and appropriate the money necessary in order that this project 
may be started at the earliest possible date as requested by TVA; and therefore 
be it further 

Resolved, That this resolution be a direct request to each Congressman and 
to each Senator that he carefully study the Tennessee Valley Authority's system 
and that his judgment be used in the development of this great natural resource 
which has such a splendid future for the United States of America; and there 
fore be it further 

Resolved, That a copy of this resolution be sent to the local newspapers and 
that copies be also sent to the Governor of Tennessee, and to the presidents of 
all the civie clubs in the interest of the public welfare to which this organization 
is dedicated. 

This resolution unanimously approved and adopted by the Memphis and Shelby 
County Council of Civie Clubs, of Memphis, Tenn., on Monday night, June 8, 1953 

WILLIAM P. WALLACck, President 
CHARLES H. Cunro, Secretary 


Drawn by the resolutions committee of the Memphis and Shelby County Coun 

cil of Civie Clubs, this the 8th day of June 1953, at Memphis, Tenn 
Tom P. MrreHeui, Chairmar 

Boyp F. Harte. 

Senator SALronstau.. The Chairman wishes to say on behalf of 
the committee he is grateful for the attention and courteous interest 
which the ladies and gentlemen who have been here throughout the 
day have shown. He is also extremely grateful to his colleagues 
when 5 United States Senators can complete their statements in 1 
hour and 7 minutes. 

(Whereupon, at 4:45 p. m., Friday, June 26, 1953, the committee 
was recessed subject to call.) 





APPENDIX 


DEPARTMENT OF ELECTRICITY, 
Clarksville, Tenn., June 17, 19538 
Hon. Estes KEFAUVER, 
United States Senate, Washington, D. C. 

Dear SENATOR KEFAUVER: We in the power business in Clarksville believe that 
the Government should allow the Tennessee Valley Authority to spend whatever: 
money is necessary to assure us of an adequate supply of power. 

In 1938 the Government forced the power companies in Tennessee to sell a 
their property to the Tennessee Valley Authority and the cities signed 20-year 
contracts with the Authority agreeing to purchase all their power from this 
agency. We have no other source of power and according to our contract we 
would not be allowed to buy power from any source, other than the Tennesse 
Valley Authority. Therefore, we believe that it is the Government’s place to 
furnish us with an adequate supply of power. 

Wishing you the best of luck in this undertaking. 

Yours very truly, 
J. F. Perry, Manage 


LINCOLN CouNnTy ELECTRIC MEMBERSHIP Corp., 
FAYETTEVILLE, TENN., June 22, 1953 
Hon. Estes KEFAUVER, 
United States Senate, Washington, D. C. 

Dear SENATOR KEFAUVER: Those of us in the Tennessee Valley who are cor 
cerned with providing adequate electric service to the farmers of the area aré¢ 
daily becoming more alarmed at the prospect of facing a power shortage in the 
valley. 

Our area owes you a vote of thanks for your efforts to present the facts « 
TVA. to the new administration and thereby show them that it is too importa 
to the whole country for it to be considered on a sectional or a political basis 

I would like to give you a few statistics concerning our own small operation 
here. The picture is typical, I think, of all of the systems in the valley. I am 
sure that you are familiar with the trend but do feel that the following figures 
will be of interest to you. 


Residential users Commercial 


Num- | Kilowatt Num- Kilow 
ber hours used ber hours use 


1939 : 645, 602 119 | 99. 040 
1942 ‘ ‘ 5 1, 580, 666 218 | 421, 462 
1947 a 2, 37 3, 688, $22 321 759, 678 | 
1952 ; 5, 11 17, 072, 365 408 1, 832, 419 
1957 ! Recreate os a 5, 6 26, 454, 300 455 2, 593, 500 
1962! waaeeeeeue--| 6, 235 | 37, 410, 000 493 3, 548, 000 


EH Fro wwe 


t 


1 Estimated. 


These figures show a tremendous increase in consumers and in consumption 
since 1939, however, I believe the most significant fact to be gotten from thes« 
figures is the increase in average consumption by the residential consumer. In 
1939 the average residential consumption was 72 kilowatt-hours per month, 
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1952 it was 278 kilowatt-hours per month and we conservatively estimate 500 
kilowatt-hours per month as the average for 1962. 

The farmer of this area is daily making more use of electricitly in his home 
and farm operations. With the scarcity of farm labor his only salvation is electric 
service in abundance to operate milking machines, milk coolers, feed grinders, 
hay driers, brooders, etc. 

The farmer must make full use of this electrical help if he is to meet production 
requirements the country now makes of the farmer. 

We, as distributors, plan to make adequate electric service available to anyone 
in our service area who requests it. To do so we must have the power available 
to us from our supplier, namely TVA. If TVA is hampered in its development 
by lack of funds then we are hampered by lack of power. TVA must expand to 
meet the requirements of the valley’s people. 

The farmer-owners of our small system are right now planning to spend $625,000 
strengthening and extending the system to meet the demands of the consumer, 

With the ultimate consumer constantly installing additional electrical equip 
ment and the distributor constantly increasing the capacity of the distribution 
system it is simply inconceivable that TVA should not be allowed the additional 
generation and transmission facilities necessary to supply the energy our people 
will require. 

Yours very truly, 
Lincotn County ELecrric MEMBERSHIP Corp., 
Fioyp S. NELSON, Manager. 


Ciry oF MILAN, 
DEPARTMENT OF PuBLIC UTILITIES, 
Milan, Tenn., June 5. 1953 
Hon. Estes KEFAUVER, 
Senator, Senate Office Building, Washington 25, D. C. 


DEAR SENATOR KEFAUVER: In reply to your letter of May 25 we offer the follow- 
ing information: 

During the past 9 years in the city of Milan and the area adjacent which is 
served by the Utility Department, the electric power consumption has increased 
535 percent in kilowatt demand and the customers have increased during the 
same period 236 percent. Following is a tabulation of the kilowatt demand over 
the system and the number of customers for the years 1945 through January 
1953 : 


Number 
customers 

December 1945 

December 1946 

December 1947 

December 1948 

December 1949 

December 1950 

December 1951 

December 1952 

January 1953 


It will be seen from the above that we have had an enormous increase in both 
power consumed and the number of customers, and while it is our opinion that 
Milan may be above the average in their increase due to the proximity of the 
Wolf Creek Ordnance Plant, yet we know that the same picture would be reflected 
over the entire Tennessee Valley Authority network. 

We fell certain that this increase will continue and that it will be necessary 
to have additional appropriations for the Tennessee Valley Authority in order 
that they may keep their facilities progressing so that they can serve the territory 
properly. 

Yours very truly, 
City OF MILAN, DEPARTMENT or PuBLic UTILITIES, 
J. T. THompson, Superintendent. 
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SENATE CHAMBER, STATE OF TENNESSEE, 
Nashville, May 15, 1958 
Hon. Estes Keravuver, 
Senate Office Building, 
Washington, D. C. 

Dear SENATOR KeFrAvuver: I have been watching with a great deal of interest 
the newspaper comments on the attitude of the present national administration 
towards the Tennessee Valley Authority. From these comments and the actions 
of certain officials in Washington, I am convinced that TVA is in serious danger 
of being crippled by inadequate appropriations. I believe that the President and 
Congress have a genuine desire to balance the Federal Budget. This is a most 
commendable objective: however, I sincerely believe that any savings attained 
at the cost of rendering the Tennessee Valley Authority unable to supply the power 
needs of industry and the general public is a case of being “pennywise and pound 
foolish.” 

It is inconceivable to me that the National Congress can fail to understand the 
absolute necessity of maintaining and expanding the power potential of the 
Tennessee Valley Authority, when we are engaged in a shooting war in Korea 
and in a cold war that is worldwide, 

Quite aside from the national defense, I find it impossible to understand any 
economy program that saves a few dollars today at a cost of billions tomorrow 
The continued development of the Tennessee Valley Authority is vital to the very 
economy of several southern States and hence is of national importance. Pros 
perity and economic development in one region of the United States are important 
to all of the country. 

Prior to the advent of TVA, the southern States were economically a backward 
area. We were what some economists call ‘a localized depression area.” Since 
the advent of TVA, 20 years ago, the per capita income of the Tennessee Valley 
area has risen 400 percent, while the national average was rising 290 pereent 
To halt or even impede this prosperity by the refusal to appropriate a few millions 
of dollars now so that the Republican administration can claim a reduced budget 
is certainly not in the national interest. 

I urge you to do all in your power to see that the Tennessee Valley Authority 
is given sufficient funds to insure the future power needs of the Tennessee Valley 

With warmest personal regards, I am, 

Sincerely yours, 
Brooks McLemort 


Crry OF NORRIS, 
Norris, Tenn., June 10, 1958 
Hon. Estes KeFavuver, 
Nenator, State of Tennessee, 
United States Senate, 
Washington, D. C. 

Dear SENATOR KEFAUVER: This is in response to your letter of May 19. I 
have been delayed in replying because of my participation in the convention for 
revision of the Tennessee Constitution. 

I am glad to have an opportunity to join with others in urging adequate appro 
priations for TVA. Asa businessman in charge of operating the Norris Creamery 
which serves Clinton, Oak Ridge, Oliver Springs, Harriman and LaFollette, 
I can appreciate the essentiality of an adequate power supply. An adequate 
power supply is one which not only meets the present needs of our growing 
industrial population but one which provides for healthy growth and develop 
ment of this area. Electricity on the farms from which we draw our milk 
supply is essential under the present day standards for dairy operation. 

Although I am a native of west Tennessee, I have been in east Tennessee for 
some 20 years, and I have personally observed the splendid progress which this 
section has made in the intervening period. Certainly a major factor in the 
improvement of agriculture and industry in this section has been an adequate 
supply of low cost electricity. Any action by Congress which tends to place a 
limitation on meeting the future demands will place a definite ceiling on the 
ability of the region to continue its normal growth. I am certain that Congress 
floes not want to place barriers in the way of normal progress in this region 
to the point where other sections of the South can grow more rapidly, with 
the result that this section might again become a region of relatively low pur 
‘hasing power with few economic opportunities. 
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Despite propaganda to the contrary, those of us who live and work in this 
area feel that we are the ones who are paying for the TVA power developments. 
Certainly the power users who will provide the funds for repaying the invest- 
ment in TVA installations can logically make this claim. While it is true that 
funds for the initial installations are being advanced from the Federal Treasury, 
they are being paid for and will continue to be paid for by those of us who must 
have the electricity and who are very willing to pay for it. 

I am not an electrical engineer and am not competent to judge the needs for 
the future, but I have sufficient confidence in the estimates of the TVA engineers 
to believe that their estimates for future needs are reasonable. So far as I 
have been able to observe, at no time in the 20 years have the TVA engineers 
overestimated future power needs for the region. In fact, it is my impression 
that their estimates have been on the conservative side. 

Another phase of TVA’s activities in which I am equally interested is the 
resource development program. Our milk supply and the quality of this product 
is dependent upon highly developed, skilled agricultural management. I have 
personally observed the splendid progress which has been made in this region 
in improving the agricultural resources and of bringing greater returns to the 
farmer. TVA’s programs of fertilizer experimentation, testing, and agricultural 
development have played a major part in the upbuilding of this region and have 
brought benefits to thousands of farmers in the valley 

Other phases of the resource development program, including the forestry 
activities, merit strong support by Congress. Over 50 percent of our lands here 
are covered with forest growth, and we have only begun to realiz® their potential 
While much progress has been made in the past 20 years under TVA leader 
ship through its cooperation with the States, we still have a long way to go, even 
in such elemental requirements as forest fire control. If you were in the valley 
during last fall, you realize the importance of adequate fire contro! in such a 
heavily timbered region. TVA’s forestry program has been most impressive ; 
and while they have leaned over backwards to give credit to the State and local 
industries interested in forestry, I know from personal observation that much of 
the progress in fire control, reforestation, and sustained-yield management has 
been due to the leadership and technical know-how which TVA has contributed. 

I know that you are personally aware of the tremendous recreational possibili 
ties in the Tennessee Valley. The waters created by the Tennessee dams have 
potential recreation value which is difficult to estimate. <A large portion of this 
recreation is tied into the sport of fishing and, as you know, TVA has pioneered 
in the field of fisheries development in impounded fluctuating waters. Its small 
staff of fisheries technicians has been of inestimable value in determining the 
hasic facts and the possibilities and limitations of fishing in large fluctuating 
impoundments. All of the resource development activities in which TVA is 
taking leadership must be continued if the valley is to make progress which the 
potential value of the resources require. While the resource development work 
of TVA has been much less publicized and is less controversial than power, it is 
nonetheless fundamental to the continued development of the valley. We must 
not stop progress in this region toward a strong economy based on well-managed 
resources of soil, water and forests. 

I urge that you do everything you can to muster support for measures in 
Congress which will ensure the continued development of the region in which 
power and resource development are key elements. 

Very truly yours, 
R. G. Crossno, Mayor. 


LAFAYETTE, TENN., May 21, 1953 
Hon. Estes KEFAUVER, 
United States Senate, 
Washington, D. C. 

Drak SENATOR KEFAUVER: We appreciate very much the letter addressed to 
our Honorable President concerning appropriations for TVA. 

We are in position to realize the great benefits of TVA, they being the sup 
plier of our power. Our little town of Lafayette, Tenn., is the home of Tri-County 
Electric Membership Co-op which I believe is the third largest co-op in the United 
States, without which our town and surrounding towns as well as the rural area 
could not have prospered, grown, and provided for the needs of the people and 
the war effort. 
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The need for electric power is ever expanding in this entire area and we ur 
you to lend your support to adequate appropriation to furnish TVA with sufficient 
funds for expansion to supply the needs of the area served, so that we can c 
tinue to serve all the people and the war effort to the best of our ability. 

Sincerely yours, 
Gero. W. JOHNSON, Mayor, 


Crry or Humporpr ELecrric UTILIry, 
Ilumboldt, Tenn., June &, 195 
The Honorable Estes KEFAUVER, 
United States Senate, 
Washington, D.C. 

Dear Str: We certainly appreciate the stand you have taken on the Tennes 
Valley Authority situation. . 

We sincerely hope the President will see fit to approve the present approp: 
tion request. The Tennessee Valley Authority furnishes power to some of 
largest defense plants in the United States and we feel that this alone sh: 
justify the appropriation. If we are unable to take care of the growtl 
expansion it, will not only affect the Tennessee Valley region but our Nati 
as a whole. 

The demand is great—the need is urgent—for adequate power. Approximately) 
5 million people are looking to Congress to keep this area growing. It is 
investment of which our Government can be justly proud. 

Sincerely, 
H. J. Forrz, Superintendent 


Ciry or COOKEVILLE, 
Cookeville, Tenn., June 5, 19538 
Hon. Estes KEFAUVER, 
United States Senate, 
Washington, D. C. 

Dear Str: As mayor of Cookeville, Tenn., and as owner and operator of 
hardware and furniture company, I am thoroughly convinced that the Tennesse¢ 
Valley Authority is one of the finest projects ever conceived and undertaken by) 
the Government of this country. 

It has always been a pleasure to deal with their representatives in matters 
pertaining to our purchase of power from them to operate the homes, businesses 
and industries of Cookeville and their service to, and cooperation with ou! 
municipally owned and operated electric system has been most efficient, court: 
ous, and exemplary in every respect. 

As you may know the city of Cookeville has owned and operated its own electri 
plant since 1906 and we can certainly vouch for the fact that power generatior 
at small local plants is far more expensive and uneconomical than it is in the 
large integrated units of the TVA system. 

I strongly urge that you make every effort within your power to persuade the 
Congress to grant our region the power facilities necessary for our continue 
economic growth and prosperity. If we can afford to give billions of dollars 
to people halfway around the world surely we can afford to lend the TVA th 
funds necessary to prevent the economic throttling of an important section 
our own country. 

Sincerely yours, 
Dero Brown, Mayo 


SEQUACHEE VALLEY ELECTRIC COOPERATIVE, 
South Pittsburg, Tenn., June 4, 1958 
Hon. Estes KErAvUrer, 
United States Senate, 
Washington, D. C. 

Dear Senator: The people in Sequachee Valley whose electrical needs ari 
heing served by the Seauachee Valley Eectric Cooperative are very much co! 
cerned over trends in Washington to curtail and retard the development of th 
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section of the Nation by slashing appropriations to the Tennessee Valley Author 
ity which are so vital now to avoid blackouts and brownouts in 1955 and 1956 
The cooperative is now in the process of making a system study of our future 
distribution requirements subject to estimates prepared by a power analyst after 
making an extensive study of our system. The estimates are as follows: 


Load estimates 


At the present time the electric plant is valued at approximately $3 million 
and the consumers now own a 40 percent equity in the plant. All principal and 
interest payments have been made promptly on the due date. 

In July 1940 1,843,251 kilowatt-hours were sold to our commercial and indus 
trial consumers compared with 3,664,754 kilowatt-hours sold in July 1952. We 
have no industries on our system that have been brought into our service area 
from other sections of the Nation. Our electrical industrial growth has been 
in the development of our natural resources, coal fields, cement, foundries 
lumber, motels, and textile mills. 

Your continued support and untiring efforts on behalf of this program is 
urgently requested by the consumers of the Sequachee Valley Electric Coopera 
tive located in the heart of the Tennessee Valley. 

Yours very truly, 
W. L. WHirwortn, Manager. 


VOLUNTEER ELECTRIC COOPERATIVE, 
Decatur, Tenn., June 6, 1953. 
Senator Estes KeEravver, 
Senate Ofice Building, Washington, D. C. 

DeAR SENATOR Keratver: This is with reference to the necessity of future 
power supply for our cooperative and other distributors in the Tennessee Valley 
who are supplied by the Tennessee Valley Authority. 

As an illustration of the rapidly growing demands for additional power by 
our people here in the valley, we would like to use our cooperative as an example 
At present we are the third largest electric cooperative in the area, serving 
approximately 19,000 member consumers, a large majority of which are rural 
residences and farms. The present demand for our system is 24,000 kilowatts 
as compared with 8,000 kilowatts 5 years ago and 4,000 kilowatts in 1946, 7 
years ago. 

Due to our load growth in the past, it has been necessary that we frequently 
demand of the Tennessee Valley Authority additional feed points in various 
sections throughout our service area. In addition to the increase in demand by 
our, rural member consumers, we have a number of industrial ids of various 
types located in our area, 

We are sure that the demand of other distributors of Tennessee Valley Author 
ity are increasing at about the same rate as ours. All indications point toward 
an exer-increasing demand for power in the future It will be impossible to 
meet these demands to provide power for our people unless we are able to procure 
additional power from the Tennessee Valley Authority 

To enable the Tennessee Valley Authority to provide enough power to meet 
the present and future demands it will, of course, be necessary that adequate 
appropriations be made for the Tennessee Valley Authority. 

We urge you, as our representative in the Senate, to put forth every effort in 
providing these appropriations. 

Yours very truly, 


t 


W. I. Fisher, Manag 
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RESOLUTION ApopTED By THE WAYNE CoUNTY PLANNING COMMISSION, WAYNE 
County, TENN. 


Whereas the Wayne County Planning Commission is an organization wh 
efforts are dedicated to the growth and development of Wayne County and th 
towns and communities therein ; 

Whereas the Tenessee Valley Authority since 1933 has been engaged in 
generation and transmission of electric power to the Tennessee Valley 
of which Wayne County is a part; 

Whereas since the advent of the Tennessee Valley Authority this area h 
grown from a relatively unproductive region to a region of high productiy 
for local and national welfare and national defense ; 

Whereas the continued growth and development of the Tennessee Valley are 
is closely coupled to a future adequate power supply ; 

Whereas the Tennessee Valley Authority is now making preparations for an 
adequate power supply for the years of 1955 and 1956 and appropriations for 
required expansion are now being asked of the Congress of the United States 
of America ; and 

Whereas all appropriations for power purposes are made on a self-liquidating 
basis and is repaid in full to the Government over a period of forty years 
Now, therefore, be it 

Resolved by the Wayne County Planning Commission at a meeting duly held 
on the 12th day of May 1953, That the Congress of the United States of America 
is hereby urged to make the necessary appropriations for the expansion of 
facilities to meet future power requirements in the Tennessee Valley area. 


“area 


TENNESSEE VALLEY ELECTRIC COOPERATIVE, 
Savannah, Tenn., June 4, 1958 
Senator Estes KEFAUVER, 
United States Senate, Washington, D. C. 

DeaR SENATOR: We are very disturbed over strong Opposition to necessa: 
appropriations for the continued expansion of the Tennessee Valley Authority 
No one can better know of the urgency of this matter than we, the distributors 
of TVA power. 

The amount which is being requested by TVA for expansion to met 1955 and 
1956 requirements is, in our opinion, quite reasonable and well-founded. We 
base our opinion on our own anticipated requirements for 1955 and 1956. As 
a matter of record, our maximum demand for the year of 1946 was 1,608 kil 
watts. Our maximum demand in 1952 was 6,304 kilowatts, or an increase of 
nearly 300 percent in only 6 years. Our projected requirements for the year 1956 
will be approximately 8,500 kilowatts, or an increase of approximately 35 per 
cent. I might add that we consider our own anticipated increase to 8,500 kilo 
watts as a very conservative estimate. 

In our role of retail electric power distributor, we are in very frequent contact 
with TVA personnel, in practically every phase of the Power Division. This 
position has given us an excellent opportunity to evaluate TVA from an efficiency 
standpoint. We say without hesitation that TVA is operated conscientiously 
and efficiently and could easily be pointed out as a shining example to any 
private company. 

We want you to know that we are all out for TVA and we respectively request 
that you, too, go all out in the fight for necessary appropriations for TVA's 
continued growth. Do not fail to call on us if we can be of further assistance 

Yours truly, 
Wes ey M. Jackson, Manager 


CHAMBER OF COMMERCE, 
SHEFFIELD, ALA., June 3, 1953 
Hon. Estes KEFAvver, 
Senate Office Building, 
Washington, D. C. 

DeAR SENATOR KEFAUVER: Representing a Cross section of the business and 
civic elements of our community, we earnestly request your review of the en 
closed editorial and urge your support of TVA. 

Respectfully yours, 
Hoyt Greer, President. 
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[From the May 24 issue of the Florence (Ala.) Times and the Sheffield 
Daily ] 


THe PRINCIPLE AT STAKE IN TVA Boarp Dectston To Move 


It is neither the duty nor the desire of The Times & Tri-Cities Daily to argue 
whether the Tennessee Valley Authority’s Board of Directors can function more 
effectively in Knoxville or at Muscle Shoals. It is not our duty to extoll the ad 
vantages of any location in the Muscle Shoals area, as easily as we could do so. 

Rather, however, it is our duty to urge that the question of location of the 
various staffs of TVA not be converted into a political question. Such matters 
should be wholly questions of sound internal organization and management 
efficiency. 

These newspapers do not think that they are technically qualified to review 
the TVA Board’s administrative decision to move to Muscle Shoals, but we think 
we are qualified to point out that it is essentially a routine management decision 

It is, to begin with, a small decision affecting relatively few people when it is 
compared with the approximately 6 million people living in the region served by 
TVA. It is an exercise of small responsibility when we compare it with the 
facilities TVA has located throughout the valley. 

If we, the people of the valley, are to expect TVA to carry on in the future 
with the same efficiency and economy as in the past, we must respect the decision 
of the TVA Board on the matters which Congress bas confided to its discretion. 

The TVA organization is spread throughout the entire Tennessee Valley area. 
The number of employees at particular locations varies from month to month 
and even from day to day. As new projects and activities are initiated, new 
offices are established, old ones are abolished, and staffs transferred from one 
location to another. All of this is done in the same atmosphere of business effi- 
ciency, of getting the best possible job done at the lowest possible cost, that is 
traditional with the best of American enterprise, public and private. 

We all know that the members of the TVA Board are earnest, devoted, and 
eapable public servants. Frankly, these newspapers do not see how the TVA 
directors can continue to do the job that has been entrusted to them if local 
interests are to be permitted to coerce TVA, through Congress or otherwise, to 
determine where employees shall be stationed, and how and where the work 
shall be done. 

What is at issue here in the headquarters matter is whether this agency is to 
continue to serve the whole region, without favoitism or political intervention, or 
whether TVA’s management decisions are to be made for it on a political basis 
and under the pressures of local groups more interested in rents and payrolls 
than in the progress of the Tennessee Valley region as a whole. 

It would seem to The Times & Tri-Cities Daily—with its full schedule of issues 
involving national progress and national survival—that the Congress could ill 
afford to become embroiled in a local controversy which involves no policy 
questions whatever. 

Above all, we do not think local commercial and real estate interests, any- 
where, should use the Congressional committees and/or the Congress to enforce 
their demands on TVA at the expense of the administrative integrity and sound 
management of that organization. 

These newspapers feel sure that these local interests, at Knoxville or any: 
where else, do not intend to wreck TVA, but we are equally sure that the net and 
ultimate effect of yielding to their demands would be to go dangerously far iv 
that direction. 


RESOLUTION ADOPTED BY THE SAVANNAH LiIoNs CLUB, SAVANNAH, TENN. 


Whereas the Savannah Lions Club is an organization whose membership con- 
sists of eighty-four civic-minded citizens of Savannah and Hardin County, Tenn. ; 

Whereas this club, in its civic endeavors, recognizes the extreme importance 
of an adequate power supply in relation to the growth and development of the 
Tennessee Valley area and, in fact, any area where progressive people live; 

Whereas the Tennessee Valley Authority has been engaged in the genera- 
tion and transmission of electric power to the Tennessee Valley area since 1933; 

Whereas since the advent of the Tennessee Valley Authority the Tennessee 
Valley area has grown from a relatively unproductive region to a region of high 
productivity for local and national welfare and for national defense ; 

Whereas the continued growth and development of the Tennessee Valley area 
is dependent to a large extent on an adequate power supply for the future; 
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Whereas the Tennessee Valley Authority is now making preparations 
an adequate power supply for the years of 1955 and 1956 and appropriation 
for required expansion are now being asked of the Congress of the United States 
of America; and 

Whereas all appropriations for power purposes are made on a self-liquidating 
basis and is repaid in full to the Government over a period of 40 years: Ni 
therefore, be it 

Resolved by the Savannah Lions Club at a regular meeting held on the 25t) 
day of May 1953, That the Congress of the United States of America is hereby 
urged to make the necessary appropriations for the necessary expansion 
facilities to meet future power requirements in the Tennessee Valley Area 


RESOLUTION ADOPTED BY THE TENNESSEE VALLEY COOPERATIVE, SAVANNAH, TED 


Whereas the Tennessee Valley Electric Cooperative is the retail electric 
power distributor which serves approximately six thousand consumers in east 
Hardin and Wayne Counties, and the towns of Savannah, Waynesboro, Clifton, 
and Collinwood therein ; 

Whereas this cooperative purchases its entire power requirements from the 
Tennessee Valley Authority ; 

Whereas the continued growth of this cooperative and its service area, as 
well as the entire Tennessee Valley Area, is dependent to a very large extent 
on an adequate power supply for the future; 

Whereas the Tennessee Valley Authority is now making preparations for an 
adequate power supply for the years of 1955 and 1956 and appropriations for 
required expansion are pow being asked of the Congress of the United States 
of America; and : 

Whereas all appropriations for power purposes are made on a self-liquidating 
basis and is repaid in full to the Government over a period of 40 years: Now 
therefore, be it 

Resolved by the Board of Trustees of the Tennessee Valley Electric Coopei 
ative at a meeting duly held on the 26th day of May 1953, That the cooperative 
restate its position of full support of the Tennessee Valley Authority power 
program; be it further 

Resolved, That the Congress of the United States of America is hereby urged 
to make the necessary appropriations for the necessary expansion to m« 
future power requirements in the Tennessee Valley Area. 


ORLINDA, TENN 
June 8, 19538 
Hon. Estes KEravuver, 
Member of the Senate. 

Dear Mr. Kerauver: The rural women of Tennessee are very much interest« 
in TVA remaining just as it is. Never has anything been the service to farm 
people as TVA power. Please use your influence to keep it away from private 
firms 

Very truly yours, 

Members of Orlinda Home Demonstration Club and Community: Mrs 
J. R. Groves, Mrs. Joe W. Smith, Mrs. Helen McElwain, Mrs 
Joe W. Smith, Mrs. Maude Broaddus, Mrs. J. W. Groves, Mrs 
Marion Henry, Mrs, Vernon Wilson, Mrs. Ormon Cummings, Mrs 
J. C. Summers, Mrs. Fva Willis, Mrs. J. L. Cline, Mrs. Effie 
Stringer, Mrs. Paul Lane. Mrs. Lizzie Freeland, Mrs. J. L. Ric! 
ards, Dorothy Richards, Mrs. J. W. Sanders, Mrs. C. M. Dowell 
Mrs. Robert Scott, Mrs. Roy Hodges, Mrs. Abie Smith, Mrs. H. M 
Johnson, Mrs. R. E. Porter, Mrs. Roy Strain, Mrs, Pearl Wilsor 
Miss Besse Farthing, Miss Berlie Farthing, Mrs. Ray Dean, Mr 
J. H, Price, Margaret Covington, Lillie Jones, Carter H. Richards 
Mrs. G. C. Sanders, Mrs. Will Henry, Mrs. J. E. Byrum, Mrs 
R. L. Porter, Mrs. J. W. Drake, Mrs. D. A. Payne, Mrs. H. W 
McNeely, Mrs. E. C. MeNeeley, Mrs. Neeley Stark, Mrs. Everette 
Payne, Mrs. L. P. Harned, Mrs. Robert Matt, Mrs. Hattie Clayton, 
Elizabeth King, Mrs. Paul Webb, Mrs Guil Moore, Paulene 
Fletcher, Mrs. Sam Bloodworth, Mrs. Marion Harris. 
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Town Or PETERSBURG 


Petershb , Tenn, May 14, Lod 


Senator Estes Keravuver, 
Washington, Ld. ¢ 
DEAR SENATOR KEFAUVER: Stay in there and fight the in our fight i 
TVA. Our board has gone on record backing TVA 100 percent and your efforts 
in the fight. It would be a terrible thing to have the TVA progress slowed uy; 
Very truly yours, 
Jor L. Scorr, Mayor 


THE MippLe TENNESSEE ELECTRIC MEMBERSHIP CORP., 
urfreesh ) I i / Hie 


rhe Honorable Estes Kerat 
United States Senate, 
Senate Office Building, 
Washington, D.C. 

Dear SENATOR KEFAUVER; ‘This cooperative is now using approximately 3 
times as much power as we used 5 years ago with a maximum detiand this yent 
of 27,000 kilowatts. We are amending our power contract with Tennessee Valley 
Authority this month calling for 41,000 kilowatts expected demand within the 
next 2 years. 

We are very much concerned about having adequate power available to take 
care of our growing loads, aud we fear that we will not have enough power to 
take care of our needs unless Congress appropriates money now for the new 
power plants requested by TVA We reaiize that if we have power for any new 
loads 3 years from now, that the money must be appropriated to start these 
plants. The present load growth indicates that 5 years from now we will need 
twice as much power as we are now using We appreciate your efforts in trying 
to get adequate appropriations to do this job 

Yours very truly, 
THE Mippie TENNESSEE ELECTRIC MEMBERSHIP CoRP 
W. W. McMASTER, Mana 


TOWN OF SIGNAL MOUNTAIN, 
Signal Mountain, Tenn., June 6, 1953 
Hon, Estes KEFAUVER, 
Washington, D. C. 
My Dear SENATOR: Some weeks ago news reports indicated that there would 
be a cut of $63 million in the appropriation for the Tennessee Valley Authority 
It seems to me that this reduction is purely a political move in the mistaken 
idea that TVA is a political issue. TVA is a going concern and whether or not 
the Congress believes in public power is not a question to be considered in making 
appropriations but rather the issue is, whether or not the TVA as it is presently 
established would be materially hampered in their operation and extension by this 
reduction? In other words, the TVA is the only means by which electric power 
is available in the whole of the Tennessee Valley, why cripple it by failure to 
allocate sufficient funds to operate and expand? 
I hope you use your influence to have the $63 million restored. 
Yours very truly, 
C. R. Givens, Mayor 


ELIZABETHTON ELECTRIC SYSTEM, 
Elizabethton, Tenn., June 6, 1953 
Hon. Estes KEFAUVER, 
Senate Office Building, 
Washington, D. C. 

DEAR SENATOR KEFAUVER: In support of your position on TVA appropriations 
we present the following information. 

During the past 8 years our operation has grown from 4,800 customers and a 
total load of 2,200 kilovolt-amperes, to 9,200 customers and a load of ever 17,000 
kilovoltamperes. In contrast to the rate of growth of the utility industry as 
a whole, which is a doubling in load approximately every 1l.years, the growth 
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in our case of almost 8-fold in 8 years appears almost phenomenal However 
it is somewhat typical of the Tennessee Valley in general and it is believed 
be the rate of growth that may be expected in the future if development remains 
unrestricted. 

We shall be glad to furnish any other supporting data that are available 

May we take this opportunity te commend you on the stand you have taken on 
this and other questions of national importance. 

With best personal regards and wishes for the success of your efforts in the 
Senate, I am, 

Sincerely, 
JoHN F, MEAGHER, Manager 


Lewissure Licut & Power DEPARTMENT, 
Lewisburg, Tenn., June 8, 1958 
Hon. Estes KEFAUVER, 
United States Senate, 
Washington, D. 0. 

Dear SENATOR KEFAUVER: I would like to express to you my gratitude on 
receiving, together with your letter of May 25, 1953, a copy of the communication 
forwarded by you and other members of the Senate from States within the TVA 
region to President Eisenhower on the question of TVA appropriations. 

As you are well aware the progress of our entire region can be brought to a 
standstill by a curtailment of appropriations, »nd we are doing everything pos 
sible to present the facts on this matter to our public in the hope that a realiza 
tion of its importance will result in concerted action by the entire TVA region 

For your possible use in assembling data on the need for adequate appropria 
tions for TVA I am enclosing herewith tear sheets from our local weekly news 
papers on which you will find a copy of an address recently delivered by me 
before the Lewisburg Rotary Club and over Lewisburg Radio Station WJJM 
In this speech you will find facts and figures which indicate the vital need for 
continued adequate power supplies, and I am sure similar information can be 
furnished you by all the other Municipal anad Cooperative electric systems in 
the valley area. 

I feel that the position you have taken on the TVA appropriations question is 
in the best interest of our State of Tennessee and the south and deserves the 
commendation of our entire citizenry. It is our sincere hope that your continued 
efforts in this connection will be crowned with success. 

Sincerely yours, 
Lewiseure Licut & Power DEPARTMENT, 
F. H. Minturn, Superintendent. 


Evectric POWER IN Lewispura’s FurTure 


(By Houston Minturn.) 


Delivered before the Lewisburg Rotary Club. 

I'd like to talk with you for a few minutes about Lewisburg’s future—and 
how electric power fits into our future picture. 

You know something of what good electric service means to a communit 
such as ours. How it lifts burdens from the housewives * * * how it brightens 
up a city’s streets, stores, schools, business houses * * * how its magic energy 
operate all sorts of equipment that you and I depend on every day of our lives 
You know, too, that electricity is vital in industrial growth. Industries need 
electric power, and lots of it. 

Electricity affects us many times a day. On the rare occasions when ele« 
tricity is off—usually due to storms or other unpreventable situations—we are 
virtually helpless. 

Perhaps you did not know this, but Lewisburg is one of the most highly 
electrified cities of its size in the Nation. The average home here uses around 
5,800 kilowatt-hours of electricity a year. Compare this with the national 
average of around 2,200 kilowatt-hours a year—considerably less than half ot 
our use here. Yes; you live and work in a city where people use more electricit) 
than they do in most parts of this Nation. 

Where do we get the vast amounts of electricity that we use in so many ways, 
for better li\ ing, for a higher standard of living? We—that is, your municipall) 
owned power system—buy power from TVA, at wholesale rates, incidentall) 
which are among the Nation’s lowest. 
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I'd like to point out right here that there’s a definite connection, we feel, 
between Lewisburg’s high use electricity and the low electric rates you enjoy 
Low electric rates encourage wider use of electricity—and this wider use means 
better homes, means more commercial use of electricity, means more industrial 
expansion, means a better, more prosperous communit) 

Today our source of power TVA is in the midst of its greatest expansion 
program, even greater than TVA’s rapid and sizable expansion during World 
War IIi—the expansion which helped TVA to supply power for atomic bomb 
work at Oak Ridge, for vital aluminum production for airplanes for 
war needs, 

Today TVA is in the process of doubling its already vast power generating 
facilities in the next three years. This great construction program—dams and 
steam plants—is to supply power for more atomic energy work (at Oak Ridge 
and at Paducah, Ky.) * * * for the wind tunnel at Tullahoma * * * for vital 
defense industries * * * and for the amazing growth in the use 
in our homes, businesses, industries 

“or the next fiscal year, TVA is asking for a new steam plant on the Mississippi 
River, about 30 miles north of Memphis. This plant is to have two 225,000 kilo- 
watts units—the largest and most efficient ever built, and the same size as those 
to be installed at the Gallatin steam plant near here. TVA also requests another 
360,000 kilowatts in new capacity at steam plants now being built. It asks for 
funds to continue building the steam plants it has already started. 

In sum, then, TVA asks for authority to begin building another 810,000 kilo- 
watts of new generating capacity to meet the ever-increasing power needs in 
this area. This capacity—plus the construction work now in progress—will by 
the end of 1956 bring TVA’s total system capacity to nearly 10% million kilo- 
watts. Today that «apacity is slightly over 414 million kilowatts. 

TVA’s requests will meet opposition. Already the proposal, absurd as it 
sounds, has been made to sell TVA. There will be other proposals that the cities 
ind towns in this area build their own steam plants, for example. There are 
many reasons why such proposals are bad economics, near business deals. But 
the important thing to remember is that any such proposals will be mae wit! 
ne main idea in mind: to divide the people of the Tennessee Valley, to weaken 
their support of TVA. 


other 


of electric ity 


I do not know how many of you are “fer” or how many “agin” TVA 
sonally deal with the TVA power folks every week. They are 
men; they are honest, conscientious workers. Sometimes we 


I per 
good business 
have honest dif- 
ferences of opinion with them. But I happen to be “fer’ TVA—not just be- 
cause they sell us power, but also because of the many other TVA activities 
which may in the long run prove more valuable to the Tennessee Valley than 
TVA power; The flood control, navigation, forestation, agricultural, health and 
ther benefits. I think TVA is a national asset 

Now—whether you're for or against TVA—remember this: TVA is our sole 
source of power supply. If TVA’s power expansion is stopped, Lewisburg’s 
srowth is stopped. Without an ample supply of electricity, plain, simple fact 

TVA’s opponents, I believe, will not sell TVA. But they may do these two 
things: they may turn down TVA’s requests for more power generating plants: 
unl they may work toward raising the electric rates in this area 

Now, please remember that these two things are tied together 
people use electricity in all sorts of ways. And the result is a growing, pro 
gressive city. When electric rates go up, the growth in the use of electricity 
slows down. And obviously when there isn’t enough electricity to go around 
people do not expand their use of electricity. In either situation the growth of 
Lewisburg and the other communities in the Tennessee Valley is checked. 

Now there are people in other parts of the country who claim that industry 
is moving south because of low electric rates. You know and I know that this 
is not true. Industries must consider many factors 

Electric power rates by themselves do not cause an industry to move. 
these people in other parts of the Nation know that they can stop our area’s 
industrial expansion if they can stop our electrical growth. If we do not 
have enough power to offer a prospective industry, that industry will not come 
to Lewisburg. 

You don't want Lewisburg to stand still. And you don't 
rates to go up. 

That’s why I say that it behooves every one of us to get behind TVA in its 
requests for more power generating capacity. That's why I say we should all 
oppose any moves to alter TVA, to alter it in ways that will cripple its effective- 
ness, and that will raise our electric rates. 


With low rates 


gut 


want your electric 
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While I'm talking about electric rates. I'd like to say this: I have heard foll 
say that people in other parts of the United States are helping through the 
taxes, to pay your and my electric bill. The case goes like this: TVA gets 
ts money from the Federal Government: that money comes from taxes; there 
fore taxpayers all over the Nation are subsidizing the low electric rates we enjoy 

Now that sounds logical. There's only one thing wrong with it: it isn’t true 
TVA is required by law to pay back every cent of the money that Congres 
appropriates for TVA’s power program. The law says that within 40 ye 
from the time an appropriation for TVA power is made, that money must be 
naid back in full to the Federal Treasury. TVA has already paid the Treas 
ury S75 million to retire bonds, and as an offset to appropriations. It has not 
only been self-supporting: last year it earned a return of 4.7 percent on its aver 

e net power investment. That's pretty good business. Last vear TVA earned 
more than $25 million A Hoover Commission report said that TVA is present 
carning more than sufficient power revenues from power operations to repa 
the investment in power facilities with interest. 

Remember this: TVA, in addition to being self-supporting, makes 4 5 per 
cent return on its power investment. And when TVA is paid for, who owns 
The people of the United States, all of them. And who paid for it? You 
I—-the people of the Tennessee Valley, through our electric bills. So when 
fellow in another part of the country tells you he’s helping you pay your electri: 
bill, vou tell him he’s crazy—that actually you're helping to buy him a mon 
making power system, a system that benefits the whole Nation 

While we're still on rates, and we're all interested in that, because we get 
electric bill every month, here are some figures to show you how much we 
to be thankful for. 

Last year, in your homes, you paid less than a cent a kilowatt-hour for ele 
tricity To be exact, it was .96. Now in the TVA area as a whole, the avera 
cost of electricity for home use was about 1% cents. What was the nationa 
average for the same period? It was 2% cents—more than times as mu 
is Lewisbure’s average. Lewisburg is growing. In our office, we know that’ 
true, just by reading the figures on your use of electricity. Electrical growth 
a sure sign of community crowth In 1946, Lewisburg used 9 million kilowatt 
hours of electricity; in 1952, you used about 29 million kilowatt-hours. In the 
short span of 6 years, Lewisburg has more than tripled its use of electricit 
Yes, Lewisburg is growing, and that’s good. 

I want Lewisburg to keep on growing. It cannot continue to grow if peopl 
in other parts of our Nation put a lid on our electrical growth. By 1957, Lewis 
burg, if its present electrical progress continues. will be using in the order of 
10 to 50 million kilowatt-hours of electricity a year. Other cities and towns in 
the Tennessee Valley_are seeing their electrical use curves go out the top of the 
charts 

TVA knows this. TVA has made estimates—conservative estimates—of what 
this region will need in the way of electricity in the years ahead. And it has 
asked for funds to build the power generating capacity to meet those needs 
TVA has done its job—a technical job, a job based on sound engineering studies 
a job based on logic and good business economics. 

Now you and I and the rest of the people in Tennessee Valley have a job—the 
job of selling TVA and its great work to our own people, and to the rest of the 
Nation, I cannot overemphasize that there are strong forces at work to prevent 
us from succeeding. These forces want to throttle Tennessee and the other 
parts of the South that TVA serves. They want to set us back many years i! 
our progress. I for one cannot stand aside and let this happen. I want to tel 
folks the story I have told you—to let you know about this threat to our electri 
cal growth, indeed to our whole community progress. I know that the peopl 
of Lewisburg, once they know the true facts, will join in this fight for a growing 
Lewisburg. 

The information I have presented up to this point deals chiefly with the prob 
lems confronting TVA in its period of greatest expansion: how these problems 
directly affect the economic situation in the valley area, and through this means 
the every day living of all of us here in Lewisburg. I would like now to refocus 
your view, so to speak. bring it to bear on Lewisburg alone, and give you a few 
facts about our local electric system which may be of interest. 

In the electric utility industry, more so I believe than in any other field of 
endeavor, if is an established fact that accnrate forecasing of future requirements 
is absolutely essential for continued satisfactory operation. By satisfactory 
operation I have two points in mind: 


Or } 
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1) Providing adequate 

2) Providing that servi | 

Now, why is future planning so vital i t nerati ? ain two points 
ome to mind: first, the tim me “Ml in prov : pacity 
whether the need is for nev y era i I nts ane Le) ut il iT ine hich 
e the responsibility of TV. i F to t 
sumer, which, in the 
power department, tit 
livery of equipment 

istributed by alm 
be available in 

witeh. 

In 1929, Lewisburg 
was designed in accorda 
this town adequately 
national use of e 

What has happ 


i 
, 


for « f 
hour consumption did 
war-time production to peace 
measure of the maximum amount 
pause only for a Inoment in its upw 
How did this show up in Lewisburg‘ 
watts: in 1946 this figure jumped 
if in 1 year In 1 


» percent 


demand h: 


loubling our usage 
ear period. 

From the foregoing 

demands for mor 
47 and new b ilding in Lewi 

increasing the total n 

2.135 in January 1953. 

What steps did we take to provide the ne apacity 1 lire or this 
sion? In 1948, an engineering study ef our system recommended that 
voltage be raised from 4,000 to 12,000 as the most economical means, over : 
term period, of obtaining new capacity The plan was adopted by our powe1 
board and in March of this year the conversion of your system was completed 
The cost was high—$243,000—but we now have a system which, in my opinion, 
is second to none in physical strength, appearance, and most important, capa 
bility to serve our needs for a number of years to come 

You might say that we are now in a position to handle the increase in use 
which past experience has led us to believe we can expect in the next 10 to 12 
years. Surely we don’t want anything to limit our source of supply from TVA 
Our industries are expanding and residential consumption is increasing every 
year. If we could compare tomorrow’s applications of electricy with those of 
the present, I believe we could find the surface of possibility has been only lightly 
scratched. Even now there is talk of transmitting huge amounts of electric 
power throngh the air instead of over wires—and why should this be beyond 
achievement? How many would have believed the marvel of television possible 
only a few short years ago? 

Yes, we live in an electrical age and the ever-increasing use of electricity on!y 
serves to confirm the oft-repeated statement that, “Electrical living is bette 
living.” 


THE MAYorR AND ALDERMEN OF THE TOWN OF FAYETTEVILLE, TENN. 


June 4, 19538 
The Honorable Estes KEFAavver, 
The United States Senate, 
Washington, D. C. 
Dear Senator: We, the mayor and the members of the Board of Aldermen 
of the Town of Fayetteville, Tenn., are greatly concerned over the ever in 


35208—53 30 
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creasing possibility that the program of the Tennessee Valley Authority mig! 
be seriously affected by proposed cuts in appropriations this year. 

We believe that our interest in TVA is not entirely selfish for we sincere] 
believe that it is an asset to our whole nation. The people in our immediat 
vicinity are not the only ones who have profited by the favorable power rats 
TVA has been a yardstick for entire Nation. It is our opinion that it will | 
difficult for TVA to meet the ever increasing demands for power for nation 
defense, industrial, commercial, and residential use, even with no decrease 
their requested appropriation. , 

We know, at firsthand, that the power requirements of our people are growing 
daily. Electric power has become far more than a luxury. It is a necessar 
part of the everyday life of our community. 

It is inconceivable that we might find it necessary to turn away industry and 
to discourage or forbid the unlimited use of electricity to the citizens of our 
town. 

We can well understand and appreciate the desire of the administration for 
economy in Government and heartily commend them for this ambition; how 
ever, we belive that serious damage can be caused through false economy. | 
is a well-known and positive fact that the Tennessee Valley Authority’s power 
program is self-supporting and cannot in any way be considered an expense t 
the taxpayer of this or any other section of the United States. 

We wish to take this opportunity to thank you for your support of the TVA 
program and to urge even greater support if it is humanly possible for you t 
give it, so that we may not lose this program, which is without a doubt, thi 
greatest blessing our section of the country has ever known. 

If we can aid in any way to further this program or to assist you in informin 
the people of any action which might help save the program, please call on us 

Yours very truly, 
P. D. MAssry, Mayor. 
M. D. CrAsprrer, Alderman, 
JOHN R. Crowpver, Alderman 
RAYMOND Moyers, Alderman, 
H. M. Rice, Alderman, 
HucuH Smira, Alderman, 
Jim Davipson, Alderman, 


FAYETTEVILLE Evectrric SYsTeM, 
Fayetteville, Tenn., May 29, 1958 
The Honorable Estes Keravuver, 
The United States Senate, 
Washington, D. C. 

Dear Str: I sincerely hope that your efforts to obtain adequate appropriations 
for TVA are successful. We must have these appropriations if we are to con 
tinue to grow and expand. I know of no better way to express our needs for 
additional facilities for TVA power than to present the statistics on the increased 
use of electricity by the consumers of our system since 1946, two copies of whic! 
I am enclosing. 

In connection with the increased use of electricity by our consumers, we have 
increased the facilities of our distribution plant by 142 percent over this same 
period in order to meet their increased needs. The value of our plant July 1 
1946 was $202,635.40 and the present value is $492,210.92. 

This is the same general pattern that all of the other distributors in the TVA 
service area are following. It is plain to be seen that unless TVA is allowed 
to expand its facilities, the economic growth of the people in this area will 
come toa standstill. 

We give you our wholehearted support for your efforts to obtain adequat« 
appropriations for TVA. 

Yours very truly, 
J. B. MARKHAM, Superintendent 
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FAYETTEVILLE ELEcTRIC SYSTEM 


Average annual use per residential customer for: Kilowatt-hours 
1946 ‘ 


538 
1947 
ti ieee 


» 

3, 008 
3. 539 
4 
} 


miaye 
, 548 
* 6, 250 
i a ‘ 6, 201 
Percent of increase in use of electricity by residential consumers by years since 
1946 : 
1947 (percent over 1946) - , Rewaie 18. ¢ 
1948 (percent over 1947) ; 17. 
1949 (percent over 1948) — 14. € 
1950 (percent over 1949) __- , 12.1 
1951 (percent over 1950) : - om 
1952 (percent decrease under 1951) ; . 0078 


rotal sales of electricity by years since 1946: 

1946, : da ‘ : 012, 009 
<a é pesca ieee . ; 8, 448, 346 
1948___ 33 9% = pine , 154, 725 
1949 . ‘ , 719, 060 
1950 ee = ee ‘ bs 3, 779, 038 
1951... : : ‘ . , 840, 687 
1952 £2 ; , 516, 287 
ent of increase of total sales by years since 1946: 

1947 (percent over 1946) 
1948 (percent over 1947) 
1949 (percent over 1948) - 
1950 (percent over 1949) 
1951 (pereent over 1950) 
1952 (percent over 1951) 


APPALACHIAN ELECTRIC COOPERATIVE, 
Jefferson City, Tenn... June 8, 19538 
The Honorable Estes Kerauver, 
United States Senate, Washinaton, D.C 

DeaR SENATOR: I am writing to you on behalf of the more than 8,000 members 
of the Appalachian Electric Cooperative, and the other cooperatives and munic- 
ipalities which are distributing TVA power in the Tennessee Valley area. 

I would like to site you the load growth which we are experiencing on our 
system. This is not an extraordinary growth, but is being experienced by all the 
distributors in this area. 

In March of 1948 our cooperative was serving 4,151 electric power users who 
were using approximately 214 million kilowatt hours of electricity per month 
Five years later we are serving 8,108 consumers who are using approximately 
4.8 million kilowatt hours per month. 

Our area is still progressing at about the same proportionate rate which indi 
eates that with the industrial development planned for this area that our load 
will about double in a five-year period 

Should the power supply be curtailed or restricted, the normal growth and 
expansion of our electric system and of our people would be restricted accordingly 

Your efforts in helping to keep our area electrified will be greatly appreciated 

Your very truly, 
APPALACHIAN ELECTRIC COOPERATIVE 
R. S. HENDRIX, Manager. 
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ERwin UTILITI 


cin, Tenn... Alay 


>» 


Hon. Estes Keravuver, 
United States Senate, Washington, D. C 


HONORABLE Sirk: We are very much concerned with the matter regarding 
propriations for keeping the power supply adequate in the Tennessee Valley ar 
We appreciate the deep interest and steps you have already taken in this mat 
and trust you will continue to give this worthy matter your best support 

Erwin Utilities is a small municipally owned system located in Unicoi Count 
in upper East Tennessee, but we believe that our situation is Characterist 
all the other utilities in this entire valley area supplied by TVA 

I have before me the records from the time the Town of Frwil 
this system, June 30, 1945, to the present date When we took this 
over we were serving approximately 1975 customers; we now ser\ 


3,800 customers In other words, our system has just about doubled 


»~ 


The first year of operation we sold 11.25 million kilowatt hours. At 
of the fiscal year in 1952 we had sold over 23 million kilowatt hours o 
than doubled this amount The power requirements when we «acquil 
system as compared to todays requirements have more than doubled. © 
kw. demand in 1945 was 2.400, in 1952 it was 6.516 

We have had virtually no new industry come into this town during 
The increased use in power has been through normal expansion and 
growth of business in Erwin and taking electricity into virtually every 
farm in Unicoi County, which is the area served by us 

I trust this information will help you to present and support or 
valley for continued appropriations to meet the TVA budget 

Very truly yours, 
ERWIN UTILITIES, 
H. L. Reeves, 
H. L. Reeves, Manager 


City oF PULASKI, 
Pulaski, Tenn., May 23, 195 
Hon. Estes KeFAUVER, 
Senate Office Building, Washington, D. C 


Dear Senaror KerAvuver: We certainly want to thank you and your colleagu 
for the fight you are waging to keep the Government from curtailing TVA, norma 
expansions I am enclosing a little information showing the growth of 
electric system which is owned by the city and the amount of natural gro 
we expect in the next few years. 

If there is anything else we can do to aid in this fight. please do not hesit 
to call on us, 

Respectfully yours 
J. E. Roe, 
J. E. Ror, Vayu 


Kilowatt 
Number of hours pur 
customers chased fron 
r'VA 


Fiscal year ending 


June 30, 1949 5 ‘ 30, 183, O80 
June 30, 1950 5, 144, 02 
June 30, 1951 ; f 40, 811, 384 
June 30, 1952 43. 061, 57 
June 30, 195: aon wen bberchin nbs ‘ 46, 904, 470 


Total assets as of April 30, 1953, $1,605,733.65. 

Rural lines in service approximatelv 800 miles 

Farmers, rural homes, stores, churches, schools served, approximately 3,600 

Revenue bonds in bonds of public, 799,000. 

It is estimated the system will require 60 million kilowatt-hours annually by 
June 1956 and will be serving 6.609% customers. 

Our area is 90 percent electrified. 
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TOWN oF CENTERVILLE, 
CHas. L. Peery, Mayor, 
Centerville, Tenn., June 1, 1953 
Hon. Estes KEFAUVER, 
United States Senate, Washington, D.C 

DEAR SENATOR KEFAUVER: In this area we sincerely appreciate your interest 
relative to adequate appropriations for TVA. 

The citizens of the TVA area are cognizant of our dependence on this source 
of electrical energy. This matter is not only sectional but vital to the public 
welfare of our entire county. 

Please advise us if there is anything that we can do to assist you in supporting 
this stand. 

Sincerely yours, 
CHAs., L. PEERY, Wayor 


Ciry oF HARTSVILLE, 
Hartsville, Tenn., May 28, 1953 
Senator ESTes KEFAUVER, 
United States Senate, Washington, D.C 
DEAR SENATOR KEFAUVER: The city of Hartsville and all of Trousdale County 
are in whole hearted agreement on the needs of TVA. We are sure that TVA 
now, as in the past, is very conservative in their estimate of future power needs 
in the valley. We are sure that they are much nearer right than the estimate 
of some private power company would be in their estimate for TVA needs 
If we can be of any help in the fight for TVA let us know. 
Yours very truly, 
T. P. THOMPSON, Mayor 


Morrison, TENN, 
May 25, 1953. 
Senator Estes KEFAUVER, 
Washington, D.C. 

DEAR SENATOR KEFAUVER: As mayor of Morrison, a small town located in the 
heart of Warren County, Tenn., I would like to say that I voice the sentiment of 
our entire community in backing a movement to support restoration of Federal 
funds for the Tennessee Valley Authority. We feel like the future of the TVA 
rests on the need for adequate appropriations 

The TVA is one of the greatest benefactors the South has ever known and 
imperative action should be taken at once in its behalf. We would like to go on 
record as backing any movement to institute efforts in support of the TVA. 

Sincerely yours, 
Mayor Harris C. JAcors 
Vorrison, Tenn. 


HARRIMAN UTiILiry BoArD, 
Harriman, Tenn., June 1, 1953 
Hon. ESTES KEFAUVER, 
United States Senate, Washington, D. C 
Deark SENATOR: I know you are very familiar with the rapid load growths in 
Tennessee due to the most favorable rates for electricity and the aim and purpose 
of the distributors of TVA power to serve any and all customers who desire 
service. In the territory served by Harriman’s electric system we are fast 
approaching 100 percent territory coverage. 
A comparison of our load growth of the year ending June 30, 1943, with what 
we expect to have at the end of June 1953 shows the following: 


Kilowatt- 
hours sold 


June 30, 1943 


Apr. 30, 1953 


Estimate for May and June 


Total for 1953 
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The customers increased over 97 percent and the kilowatt-hour sales increas 
551.7 percent. The demand increased from 2,142 kilowatts to 12,700 kilowat 
or about 6 times over 1943. Our highest demand this past year occurred 
November 1952 and was 14,400 kilowatts. 

You can see from the above facts that the Harriman system is making | 
and more demands on TVA for power. Incidently, the TVA, about 2 years | 
increased their substation capacity serving the city from 7,500 to 35,000 kil 
amperes Ve are now using about 45 percent of this station’s capacity 

The Harriman Utility Board feels that it is of vital interest to the welf; 
and future growth of our city and it’s trade area that the TVA be given a 
necessary funds to build hydro and steam plants with suitable transmission lin 
and substations to take care of the tremendous growth in Tennessee.’ 

Our system is only a small part of the whole TVA area and our own growt! 
and increase in power demands is not exceptional as this load growth « 
with all the distributors of TVA power. We feel very strongly that the buds 
requests of TVA should be approved in toto so that they can continue to sup 
present and future needs of the whole TVA area for all the power demund 
that the distributors and the defense needs require of them 

Yours very truly, 
HARRIMAN UTILiry Boarp 
C. E. PerKIns, Manager 


Ciry oF DYERSBURG, 
Dyersburg, Tenn., May 22, 19538 
Hon. Estes KEFAUVER, 
Washington, D. C 

DrAR SENATOR: AS you know, the city of Dyersburg owns and operates its ow 
powerplant However, we are dependent, to a large extent, on TVA for powe 
to a uew industry, which we desperafely need in order to balance our economik 
program and to provide much-needed employment. 

Realizing the rapidly growing need for electric power in this area and the 
great demand that would be placed upon TVA in time of war, I am greatly 
concerned about the proposed reduction in TVA appropriations. I respectful 
but urgently request that you use every means at your command to prevent such 
a reduction. 

With kindest personal regards, I remain 

Sincerely, 
Page V. Harr, Mayor 


Board or Pusiic UTILities, Ciry or Paris, 
Paris, Tenn., May 25, 19538 
Hon. J. J. THOMPSON, 
Vayor, City of Paris, 
Paris, Tenn. 

DEAR MAYOR THOMPSON: In compliance with your request of a few days ag 
we would like to submit the following information concerning the needs and 
demands for adequate power in Henry County furnished by our system. 

At the beginning of this year, our load demand for Henry County was 11,000 
kilowatts. It is anticipated that by July 1, 1955, this demand will be increase: 
another 5,000 kilowatts. In order to enjoy the growth and development of our 
county, in both urban and rural sections, we must anticipate the necessary 
increased capacity from Tennessee Valley Authority by construction of addi 
tional transmission facilities by midsummer of 1954. 

EFarlier in this year we were contacted by a large petroleum-transporting 
company that was interested in obtaining from our system a load, equivalent 
to our connected load for the entire county. Of course we hope to be able to 
serve this customer but in order to do so we will require new feeding facilities 
on the part of Tennessee Valley Authority that have not heretofore been planne 

We realize our needs are negligible in contrast to other systems but we fee! 
that if we are to enjoy the progressive growth and development of our county 
that we have known for the past few years, that it is imperative that appropria 
tions requested by Tennessee Authority for new generating capacity must be 
restored. 

We hope this information will be helpful in replying to Senator Kefauver 

Yours very truly, 
JAMES D. HurrMAn, Superintendent 
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or PArRIs 
Way 25, 195 
Hon. Esres KEFAUVER, 
United States Senator, 
Senate Office Building, 
Washington, D. ¢ 
Dear SENATOR KEFAUVER: We appreciate your letter of May 18, 1953, and are 
grateful for your interest and efforts in behalf of Tennessee Valley Authority 
us it affects our community. 
I am enclosing a brief statement from the Board of Public Utilities who 
operates the electric system for the city of Paris 
Hoping this is the information that you desire and if we can, in any way, 
be of further assistance, please call on us 
Yours very truly, 
J. Tnompson, Vayor 


Ciry oF CUMBERLAND Gap, 
Cumberland Gap, Tenn., May 21, 1953 
Hon. EsTEs KEFAUVER, 
Senate Office Building, 
Washington, D. C 


DeaR SENATOR KEFAUVER: I am in accord with the views expressed in the 
letter of May 12, 1953, to the President of the United States from Members 
of the Senate from the States within the TVA region 

I feel that TVA is rendering the people of this country a great service, there 
fore I think TVA should have sufficient funds to enable it to continue this 
service. 

Yours sincerely, 
JAMES D. ESTEP, Jr., 
Vayor, City of Cumberland Gap 


Town OF HUNTINGDON, 
Huntingdon, Tenn., May 26, 19538 
Senator Estes KEFAUVER, 
Senate Chamber, 
Washington, D. C. 

DEAR SENATOR: We certainly appreciate your efforts in behalf of adequate 
appropriations for TVA. 

Our area coverage completed in 1948. 

Seventy-four percent increase in load for last 3 years (1950-52), which is 
principally normal load growth by residential and small commercial custemers, 
there being no large industrial customers in this rural territory served by the 
Carroll County Electrical Department. 

It is conservatively estimated that the present load on Carroll County Electri 
cal Department system will double in the next 4 years from normal load growth 

Since many distribution systems have not completely served their territory 
their load growth will probably more than double in 4 years, as area coverage 
is completed. Many systems in the TVA territory will have large increases in 
large industrial loads. 

It appears to be imperative that Congress provide funds for additional gen 
eration and transmission facilities as requested by the TVA, including the 
Fulton plant, or we will definitely be faced with a power shortage in the near 
future. 

We certainly hope that adequate appropriations will be made for the expan- 
sions and needs for TVA. 

With kindest personal regards, I am 

Very truly yours, 
R. M. Murray, Mayor 
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OFFICE OF RECORDER OF GLEASON, 
Gleason, Tennessee, May 20, 195 
Hon. Estes KEFAUVER, 
United States Senate, 
Washington, D. C. 

My Dear Senator: In talking to the management of our source of supply 
electricity for this section, who depends on TVA for their supply of power 
caused me considerable concern when they advised me, that if their demand f 
power continued for a couple more years it was entirely possible they mig 
not be able to supply power for added clay production and processing in t 
section, as well for other needs for power, and it is for this reason that I 
well as other residents of this section, hope that nothing happens to TVA 
retard our growth or hinder us in any way of being useful in a maximum capa 
under all circumstances. 

Very truly yours, 
J. L. MARGRAVE, Mayo 


SENATOR Estes KEFAUVER, 
Washington, D. C. 

Dear Str: Yours recently received and in reply will say I am glad to know 
were doing all you could to help us maintain TVA. 

I know I speak the sentiment of our town and community in saying that 
want TVA maintained and that money be appropriated to meet requireme 
for its expansion 

Yours very truly, 
Ira D. Park, 
Vayor of Friendship, Tent 


Crry oF CLARKSVILLE, PAuL M. McGrecor, Mayor, 
Clarksville, Tenn., May 27, 1953 
Hon, Estes KEFAUVER, 
Senate Office Building, Washington, D.C. 

Dear SENATOR Keravuver: The people of Clarksville are somewhat concerned 
over the possibility of a reduced appropriation for the furtherance of the grow 
of the TVA Needless to say, we of this area understand more fully the necessi 
for ample appropriations for the continued growth and demand of electr 
energy. For the information of the Appropriations Committee, I submit the f« 
lowing interesting facts concerning Clarksville’s demand and use of the TVA 
power purchased from the Tennessee Valley Authority : 

The city of Clarksville purchased from the Kentucky-Tennessee Light & Power 
Co. its distribution system in the city of Clarksville in the year 1988. The mont! 
of January 1939, this system’s kilowatt demand was 1,200 kilowatts. During the 
same month, the newly formed Clarksville department of electricity sold 400,000 
kilowatt-hours of electricity. During the period between 1939 and 1953, the 
demand for electricity has doubled and redoubled and during the construct 
period in which Fort Campbell, Ky., was built and with the tremendous influx « 
transient population for this area, our department has been able to keep up wit 
the demand for electric current and not one time did we refuse service or fail t 
comply with a request for additional electric current. Clarksville itself has 
grown considerably over the last 12 or 13 years from a town of some 10,000 persons 
to a small city of approximately 25,000 persons. The consumption of electricity 
above mentioned, figures to a demand in January 1953, of 23,000 kilowatts and 
1 consumption of 10,577,360 kilowatt-hours for that month. 

We fell sure that our growth of the demand for the use of electricity is moré¢ 
or less a pattern followed by most cities of any size, small or large, in the Tennes 
see Valley area. A large portion of this growth can be attributed directly to low 
cost TVA power and it is our sincere wish that the appropriations for the 
continued progress and growth of the TVA system will be ample for the projected 
demand for electrical energy 


rrusting that you will forward the above information to the proper persons, 
{ am 
Sincerely yours 


PAuL M, McGrecor. 
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VN or PIK 
Te Vay 
Hon. Estes KEFAUVER, 
United States Senator. 
Senate Office Bu lding, Washington. D.C 

DEAR SENATOR KEPAUVER: We people here in the 
interested in adequate appropriations being made 
operation of TVA. 

TVA power has meant more business, more and ‘tter housing, 
convenience and less manual labor for our wives and our farmers \ 
not for TVA power at least one-third of the people o ir county (Bledsoe) 
would be without electric lights, refrigeration, et The lakes created by TVA 
dams have meant added recreational facilities at minimum cost to residents 
of this area, to say nothing of the thousands of tourists that are attracted to ou 
State and region by the beautiful lakes and good fishing 

| feel confident vou and other Senate members representil! ¢ the TVA regio 
will be able to convince the committee on TVA ¢ ppropriations that TVA is doing 
a wonderful and needful public service, and that it is necessary that we have 
TVA in order to have adequate power in the valley 

sincerely vours, 


Sam H. Brown, Me 


Town or LEXINGTON, 
Lerington, Tenn., May 22 
Hon. Estes KEFAUVER 
United States Senate. Washinaton D.C 

DeAR SENATOR KEFAUVER: Speaking for the town of Lexington, we are 
interested in the operation of TVA, 

As you know, TVA is the only source from which the Lexington electric system 
‘an obtain power. Since 1939 it peak demand has increased more than 11 times 
It was an increase of 150 percent for the period 1948 to date Since the w 
the total number of consumers have increased from approximately 2,000 to 6,200 
and predicitions of our engineers are that our demand will reach 9,000 kilowatts 
by 1956 and that we will be serving over 7,000 customers. These increases are 
the result of expansion of service into the rural area of our territory and 
increases in power used by residential and some commercial users. We do not 
heave any large industrial consumers to serve. 

The future growth and expansion of our trade area depends upon the services 
we are able to render; therefore, I am taking this method to ask you to do 
everything possible in your power to keep the appropriations of TVA in line 
with those asked by this agency in order that we may be assured of a steady 
and economical growth in our community. 

Sineerely yours, 
% T. F. RicHarpson, Mayor 


Town or LAKE CIrTy, 
Tenn., May 25, 1953 
Hon. EsTes KeEFAUVER, 
United States Senate, Washington, D. C. 

Dear Senator Keratver: I have received your letter of May 18, 1953 
attached copy of a letter to the Honorable Dw t D. Eisenhower, President of 
the United States, by the honorable Senators from Tennessee, Kentucky, Alabama 
and Mississippi, showing both the need and the demand for adequate power in 
the Tennessee Valley. 

Due to the increased population and growing industry in the Tennessee Valley 
and its contribution to our national defense, I believe that every effort should be 
made by the Congress to appropriate adequate funds for TVA 

Briefly summing the facts as presented by the committee, I he 
and endorse the further development of the TVA as one of 
assets. 

Sincerely yours, 
H 
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CITy OF MURFREESBORO, 
Vurfreesboro, Tenn., 
May 2%, 195 
The Honorable Estes KrEFAUVER, 
The United States Senate, Washington, D. C. 


Dear SENATOR: I want to commend you on your fight for adequate appropr 
tions for TVA. Unfortunately for our cause, the private power lobbyists se« 
to have convinced a lot of people that the rest of the Nation is subsidizing TVA 

I think one of the main points we should make clear in asking for approm 
tions for TVA is that TVA is paying their way, and every dollar that is approp: 
ated by the United States Government will be repaid within 40 years; and th: 
Government at that time will have an asset worth hundreds of millions of dollars 

I believe that I speak for the vast majority of people in the Tennessee Valley 
when I say that we do not want subsidizing from the rest of the Nation. We ar 
ready and willing to pay our way. In fact, since the advent of TVA we a 
gradually climbing in income to where we are paying a higher and higher percs 
of the Nation’s taxes. We would like for this trend to continue, but if our 
economy is stalemated from lack of power, this trend will be reversed 

Our country is spending millions of dollars on a point 4 program in the fa 
corners of the world. It should be obvious that it is better to have a point 4 
program right here in our own country where there is a guarantee of repayment 

If there is anything further I can do to aid in the fight for TVA, I will be mo 
than glad to do so. 

Very truly yours, 
JENNINGS A. Jones, Mayor 


CANEY ForK Exvecrric Cooperative, Inc., 
McMINNVILLE, TENN., June 1, 1952 


lion. Estes KEFAUVER, 
United States Senate, Washington, D. C. 

Dear Str: We realize that you are as interested in the future of TVA as we 
are: therefore, we would like to give you some facts of our usages of TVA pow: 
in our cooperative. These facts may be of use to you in our fight for TVA, 

Ten years ago, our cooperative served only 1,800 people. Today. we are serving 
8,000. In February 19438, we purchased 101,000 kilowat hours while in February 
1953, we purchased 2,406,000 kilowatt hours. We expect to be using 5,000,000 
kilowatt hours per month in 5 years from now. 

There is no reason for me to attempt to tell you how much this usage of reason 
ably priced electricity has been worth to the rural people of this area, as you 
have also seen the transformation of the rural areas of this section into better 
standards of living caused by the reasonably priced TVA power. 

If there is anything that we can do to aid you in the fight for continued ade 
quate power for this area, please feel free to call upon us, 

Very truly yours, 
CANEY Fork Ev.ectric CooPeRATiIve, Inc. 
EpLEY NewMan, Manager 


Crry or COOKEVILLE, 
COOKEVILLE, TENN., May 28, 1958 
Hon. Estes KEFAUVER, 
United States Senate, Washington, D. C. 

Dear Senator: This letter is intended to furnish the opinion of the Cookeville 
Electric Department regarding the requested appropriations for the Tennessee 
Valley Authority. 

As one of the 150 local distributors of TVA power we can personally assure 
vou of the importance to the city of Cookeville and the TVA region in general of 
the continued expansion of power generation facilities in line with their request 
Our answer to their questionnaire regarding future power requirements of the 
Cookeville Electric Department was most conservative despite the fact that 
we have been consistently amazed at the tremendous inerease in the use of 
electricity by our consumers over the past 10 years. This estimate, along with 
those from the other distributors and the other users of TVA power, form the 
basis for their request for additional facilities, and one has only to study past 
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experience as compared with their previous estimates to form a very high 
opinion of the personnel responsible for the estimates of TVA power requirements 
The people of the Tennessee Valluy are more conscious than anyone of the 
fact that competitive free enterprise is the firm foundation of the American way 
of life. We support TVA, not because of low cost electricity to us as individuals, 
but primarily because of the tremendous importance to our modern competitive 
free enterprise system of an adequate and dependable supply of electric power 
TVA has done, is doing and will, we are sure, continue to do a remarkably effi 
cient job of supplying this area’s power requirements. It would be a tragic mis 
take to strangle our economy on the basis of false savings. The entire nation, 
not just the people of the Tennessee Valley, would suffer as a consequence. 
Sincerely yours, 
F. E. CoLuir, 
Superintendent 
DONALD FE. MITCHELL, 
issistant Superintendent, Cookeville Electric Dept 


KNOXVILLE UTILITIES BOARD, 
Knorville 11, Tenn., June 2, 1953 
Hon. Estes Kerauver, 
United States Senate, 
Washington 25, D.C. 


My Dear SENATOR: I am writing you for the purpose of stating our power sit- 
uation. An adequate supply of electric power to meet the future needs of 
Knoxville is essential for the continuing development and growth of the city 
and the adjacent area. 

The Knoxville Utilities Board, owned and operated by the citizens for their 
mutual benefit, had a system demand for 26,000 kilowatt in 1938 (the date of 
acquisition by the city) with an average usage per residential customer of 940 
kilowatt-hours. The winter peak demand for 1952 was 197,760 kilowatts, with 
a residential average usage of 6,254 kilowatt-hours per house. 

Is is our belief that the United States Government assumed the obligation 
to be the sole source of electric energy in the Tennessee Valley by the act of 
Congress creating TVA, and again when Congress authorized TVA to purchase 
the existing plants and lines of certain private utilities, and again when Congress 
authorized TVA to build dams to install generating facilities to build and oper 
ate steam plants, and still again when TVA’s contract with us (and other power 
distributors) states: “Power supply: Authority shall, for the term of this con 
tract, supply for municipality’s use and for resale and municipality shall pur 
chase all of municipality's power requirements in accordance with the provi 
sions of this agreement.” 

This obligation and contract implies that there will be an adequate, con 
tinuous and dependable supply of electric power available for our customers 
at all times. 

The Knoxville Utilities Board has invested more than $12 million on its electri 
system within the past 4 years. This system will be valued at more than $23 
million (after depreciation) by the end of 1953. This money belongs to the 
people and was invested by them to secure a dependable and adequate supply 
of power for their economy, comfort, and convenience 

The lack of an adequate supply of power will not only have a grave effect on 
present home, farm and industrial developments, but will hurt the effectiveness 
of this area in defense production and material in time of war. Presently, three 
industrial plants in this area are expanding their facilities to take care of 
strictly military items. 

The economy of Knoxville depends upon electric power. The Knoxville Util 
ities Board serves 66,000 customers (over 300,000 people) in portions of 5 
counties. We have invested millions of dollars, based upon the expectancy that 
Congress will fulfill its commitments and obligations. Our only source of power 
is TVA. The TVA facilities are owned by the people of the entire country but 
are being paid for and will be paid for by the people in this area 

I believe that I have fairly set out our situation and our utter dependency on 
TVA for electric power 

Sincerely, 
M. B. WuitakKer, General Manaae 
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PurRYEAR, TENN., May 22, 19 
Hon. Estes KeEravuver, 
Nenate Office Buildina, 
Washington, D. C. 

Dear Mr. Keravcver: Your letter addressed to C. H. Parks, former mayo 
Puryear, has been handed to me as his successor in office. I very heartily ag 
with what has been said and done regarding the TVA and it is the purposs 
our town and community to lend every aid in helping to keep the TVA on th 
upgrade just as far as it is possible. 

Our Community has been much improved by the power from the TVA, and 1 
only has our community been improved, but various communities and large ar 
of the south have also been greatly improved. 

I, as mayor of the town of Puryear, Tenn., speak the sentiments of all the « 
vens of Puryear and community and all the communications which have bx 
helped by this service. 

Please call on me at any time that I may be of service to you. 

Yours very truly, 
R. L. Crank, Mayor, 
Town of Puryea! 


HoLstTon ELECTRIC COOPERATIVE, 
Rogersville, Tenn., May 28, 195: 
Hon. Estes KEFAUVER, 
Committee on the Judiciary, 
United States Senate. 

Dear SENATOR: In reply to your letter of May 26, I would like to give you 
breakdown on the uses of power since we began the operation of our cooperative 

In September 1940 we served 995 members, purchased 252,000 kilowatt 
hours and established a demand of 708 kilowatts. 

In comparison in April 1953 we are serving 7,862 members, purchased 38, 
kilowatt hours and established a demand of 8,725 kilowatts. 

You can can see that our power requirements for this cooperative have i! 
creased more than ten times since 1940. In making an analysis of the othe 
TVA distributors I find that their load growth compares favorably with ours. |! 
could give you a great many details, but feel that the above concrete facts are 
sufficient to explain our crying need for more electricity and that we are solely 
dependent upon TVA for this supply. 

If there is any other information that I can give please feel free to call upon me 

Sincerely yours, 


353,400 


Cart B. Lyte, Manager 


McMINNVILLE ELecrric SYSTEM, 
McMinnville, Tenn., June 1, 1953 
Hon. Estes KEFAUVER, 
United States Senate, 
Washington, D.C. 

DEAR SENATOR KEFAUVER: We are very much concerned over the possible cut i: 
funds for TVA which will make it difficult for them to furnish us and othe 
distributors the power which will be needed. Just to give you some idea of our 
rapid growth we list below our kilowatt demands as follows: 


Month 


January - -. 
tie 
Do. 
Do.. 
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As you can see this is a 50 percent gain in 3 years. Our 5,500 customers wish 
to be assured that they will have power to expand their home and business use 
f electricity during the coming years. 
We appreciate your efforts in this matter. 
Yours sincerely, 
McMINNVILLE ELECTRIC SYSTEM, 
CLYDE WINTERS, Superintendent 


MERIWETHER Lewis ELECTRIC COOPERATIVE, 
Centerville, Tenn., June 2, 19538. 
Senator Estes KEFAUVER 
410 Senate Office Building, 
Washington, D.C, 


DeaR SENATOR KEFAUVER: Thank you for your letter of May 26 to which was 
ittached a copy of your letter addressed to President Eisenhower in regard 
to the TVA appropriation. This letter summed up in a splendid manner the 
needs of the 150 power distributors for additional generating capacity 

Many of the statements that | have heard recently fro rivate power com 
panies reminds me of the company that I was connected \ at the time of the 
ucquisition of the power properties. This company said that there would be such 
an oversupply of electricity that the people in this region would never be able 
to utilize it. We all know how incorrect this statement was and that the TVA 
had great difficulty in adding additional generating capacity to meet the ever- 
growing yearly requirements. 

I am attaching a copy of this cooperative’s 1952 annual report and on page 1 
is a graph showing that in 1941 we used 4 million kilowatt-hours; in 1946 9 
million kilowatt-hours ; 1949 19 million kilowatt-hours ; 1951 48 million kilowatt- 
hours; and in 1952 used 53 million kilowatt-hours. This increase of 10 million 
kilowatt-hours over 1951 represents a 23-percent increase in 1 year. Our fore 
cast indicates that we might well expect a 10-percent power increase each year 
for the next 10 years. We think this is conservative and is predicated on normal 
domestic growth and does not take into consideration any appreciable amount 
of industrial growth. 

The du Pont Co. has recently purchased a large tract of land near New John 
sonville on which they propose to construct some type of industrial plant. The 
amount of power they will need has not been made known to us, but we have 
reason to believe it will be a substantial amount. Just this morning a request 
was made for 1,000 horsepower by a new company of local people that has 
been organized to further develop the phosphate resource that lies in this 
county. The substation which supplies power to this area belongs to TVA and 
is now overloaded. Our ability to serve this power request will depend on TVA 
being able to increase their power supply by the addition of a larger substation 
and 750 kilowatts of extra generating capacity It might be mentioned here 
that TVA has increased this particular substation three times already since our 
cooperative was formulated in 1939. Our system power demand has increased 
over 1,100 percent during its existence. I think you can see from the above that 
our power situation is rather acute and we are certainly looking to TVA to sup- 
ply our requirements. We have no other alternative. 

Sincerely yours, 
P. H. TIMwetyL, Manager. 
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The past year was another record-breaking one for 
the members of Meriwether Lewis Electric Cooperative 


In the twelve months ending June 30, these new records 
were set: 


A new high in number of members served. We 
now have nearly 9,800 members, and we expect to 
pass the 10,000-member mark during the next year. 


Record-breaking use of electricity. Your total 
use of electricity jumped to more than 53 million 
kilowatt-hours—an increase of 10 million kilowatt- 
hours over the previous year! That's a 23 per cent 


increase, in just one year. 


New high in miles of electric line in service. We 
now have 1,450 miles of line, an increase of more 


than 150 miles since last year. 


Your home use of electricity hit an all-time high— 
averaging about 260 kilowatt-hours a month. 


g/g yy gy a ay Ry ay Ay 
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JACKSON ELecrrRic DEPARTMENT, 
Jackson, Tenn., May 29, 19538 
Senator Estes KEFAUVER, 
United States Senate, 
Washington, D. C. 
DEAR SENATOR KEFAUVER: Thank you very much for sending me a copy of the 
letter the Senators of the TVA region have sent to President Eisenhower. 
Our power supply from TVA is of grave concern to us. The demand on our 
jocal system has incerased 4.4 times in the 12-year period from 1940 to 1952, 
starting at 5,256 kilowatts in 1940 and rising to 23,400 kilowatts in 1952. Dur- 
ing this same period the demand on the large systems of the United States 
increased 2.6 times from 27,948,071 kilowatts in 1940 to 73,055,403 kilowatts in 
1952. 
We conservatively estimate that the demand on our local system will be 
35,000 kilowatts in 1956. For this load we must have an adequate power supply 
Yours very truly, 
HaMp Meeks, Manager 


Bonivar ELectric DEPARTMENT, 
Bolivar, Tenn., May 30, 1953 
Senator Estes KEFAUVER, 
United States Senate, 
Washington, D. C. 


DEAR SENATOR: We hope that you will be able to convince the Senate committee 
the necessity of sufficient appropriations to enable Tennessee Valley Authority to 
bnild necessary steam plants and facilities to be able to serve us and other 
power distributors. 

We have been distributing Tennessee Valley Authority since July 1936, and 
at present we serve 3,671 customers who use 1,812,760 kilowatt-hours per month, 
of this we serve 2,147 farm customers. We serve several small and one large 
industry on our system. Tennessee Valley Authority is our only source of 


electricity and we think that we should be supplied with the amount of power 
that we need. 
Please do your utmost to get this cut in Tennessee Valley Authority appropri 
ations restored. 
Very truly yours, 


Rosert N. MircHeEt., Manager. 


MURFREESBORO ELECTRIC DEPARTMENT. 
Murfreesboro, Tenn., May 27. 1958 
Hon, Estes KEFAUVER, 
United States Senate, 
Washington, D. C. 

DeAR SENATOR KEFAUVER: The Board of Public Utilities of the city of Murfrees 
bore, Tenn. respectfully requests you to represent us and the people of our service 
area in an effort to obtain from Congress appropriations necessary to provide 
adequate additional power generating facilities as recommended by the Tennessee 
Valley Authority, our continued growth and welfare being dependent thereon 

In August 1939, the city of Murfreesboro purchased from the Tennessee Elec 
tric Power Co. all power distributing facilities necessary to serve Murfreesboro 
and adjacent rural areas. 

At that time we entered into a contract with the Tennessee Valley Authority, 
as the sole supplier of power in our region, to supply our power requirements. 

To briefly summarize our past operation and expansion and predict our future 
needs we give you the following statistics: 

1. Customer growth—From 2,764 in August 1939 to 5,519 in December 1952 
an increase of 100 percent. Approximately 775 of our customers are outside ou! 
city limits and operate farms and small commercial and industrial establish 
ments. 

2. Power contract—When we entered into a power contract with Tennessee 
Valley Authority in 1939 they agreed to supply 4,000 kilovolt-amperes. This was 
revised upward to 7,500 kilovolt-amperes in 1946; to 10,500 kilovolt-amperes in 
1949; and to 17,500 kilovolt-amperes in 1951. 
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Power use.—In December 1945 our use was 4,572 kiloWatts and it iner 
each year thereafter as follows: to 4,945 kilowatts in December 1946: to ¢ 
kilowatts in December 1947; to 6,788 kilowatts in December 1948; to 8,600 & 
watts in December 1949; to 11,700 kilowatts in December 1950; to 12,708 & 
watts in December 1951; and to 14,300 kilowatts in December 1952 

rhis was an increase of 212.77 percent in 7 years, or an average increas 
year of 30 percent. 

1. Power requirements—future: In January 1953 we reached an all tims 
peak of 15,300 kilowatts. We estimate, and very conservatively, considering 
past growth, that by 1955 we will require approximately 20,000 kilowatts 
that by the end of 1953, or early in 1954, we will have to go to TVA for an ine 
in our power supply because we will have exceeded our present contractual li 
of 17,500 kilovolt-amperes, 

5. Plant value: In 1939, at time of acquisition, our investment in distri 
facilities was $554,219.69. In November 1952 our plant investment was $1,14 
an increase of over 100 percent. 

6. Bonded indebtedness: In 1939 our bonded debt was $590,000 
still owe $262,000. 

7. Tares: Since 1939, we have paid into our city treasury, 
$217,825. Our taxes in 1952 amounted to $35,390 

We realize that we operate a small system but we feel that 
requirements are typical of the other 150 distributors of TVA power in the 

We appreciate the efforts which are being made in our behalf, and hop 
trust that our fight for self-preservation and the continued economy of our 
will not be in vain. 

Yours very truly, 
MURFREESBORO ELEecTRIC DerarRTMED 
W. E. Lanpers, Manager 


City or LAFOLLETTE, 
LaFollette, Tenn., May 28, 1953 
Hon. Estes KEFAUVER, 
United States Senate, 
Senate Office Building, 
Washington, D. C. 

My Dear Senator: We would like to call to your attention the importancs 
TVA to the people of the city of LaFollette and Campbell County. The 
LaFollette is the owner of the electric distribution system which serves 
counties in this remote section of the state. TVA is our only source of suppl) 
power, 

Since Norris Dam was constructed, this particular section of the country | 
become a strategic area in our national defense. Oak Ridge would not have 
been possible without the power generated at Norris Dam and other dams bu 
by the TVA. 

Electricity produced by TVA has greatly expanded the production of co 
in this mountainous section and it has lifted the burden from the backs of « 
farmers. Industry in general has been able to efficiently operate for the first 
time since the Civil War. Millions of dollars worth of electrical appliances 
which were manufactured in northern and New England states have been s 
in this area. 

We respectfully urge you to appear before the Senate committee and request 
that sufficient funds be included in the TVA budget, so that it can effectively 
operate and insure us of receiving adequate power supply in the future. 


Sincerely yours, R. E. ALttey, Mayo 


Gisson CouNTy ELectric MEMBERSHIP CorP., 
Trenton, Tenn., May 28, 1953 
Hon. Estes KEFAUVER, 
United States Senate, 
Washington, D. C. 

Dear Mr. Kerauver: I wish to express my deep concern about appropriations 
to the Tennessee Valley Authority as that will affect the power supply for the 
20,500 members of the Gibson County Electric Membership Corp. 
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In April of this year, 1953, our purchases of power from the Tennessee Valley 
Authority for our members were 16 percent above that of April 1952. This 
increase has been continuous in approximately that order for all of the years 
since World War Two. The indications are that the needs of our members will 
increase from 10 to 12 percent per pear in the foreseeable future. 

With the national defense program taking now almost one-third of the power 
output of the TVA, then unless more steam generating plants are built the 
electrical progress of the people in our area will be stopped. We in the Ten- 
nessee Valley are fully aware of the fact that when the uses of electric power 
ceases to increase then our entire economy will cease to grow. It is to the 
best interest of the Nation as a whole that no particular region be stalemated. 
The Tennessee Valley was proud of the glorious record of the production and 
achievement during World War Two and since and we hope to continue that 
record. However, without adequate electric power that glory will fade and 
east its darkening shadows over regions far from the Tennessee Valley. We 
certainly do not wish that to happen. 

I am giving you this information in order that it may be of help to you in 
your earnest support of adequate TVA appropriations, 

Yours very truly, 
Gipson County ELecTRIC MEMBERSHIP Corp., 
Froyp Jones, Manager. 


Bristo. TENNESSEE Evectric System, 
Bristol, Tenn., May 29, 1935 
The Honorable Estes Keravuver, 
The United States Senate. 
Washington, D. C. 

Dear Str: I wish to ask you to do everything in your power to get approval 
for the complete TVA program as originally planned. 

We acquired our electric system from a private utility, in June 1945, and since 
that time we have tried to make electric service available to every farm and 
hamlet in the territory surrounding Bristol, Tenn. We have increased our 
distribution lines from 200 miles to approximately 600 miles, and we are serving 
over 98 percent of our rural territory. In fact, we have taken care of all, or in 
the process of constructing lines to serve every one who has asked us for service. 
The number of customers has increased from 5,000 to over 11,000 in the past 8 
years. The sales of electricity have increased from 24 million kilowatt-hours 
to over 103 million kilowatt-hours annually, and this is without any additional 
large industrial customers. This has increased our power requirements from 
the TVA by approximately 600 percent, that is, from 5,000 kilowatts to 30,000 
kilowatts 

The Sperry-Farragut Corp. is constructing a $25 million plant in our territory, 
but will be served directly from TVA transmission lines. This plant being built 
in our territory has increased the demand for service from new residential cus- 
tomers. We hope TVA will be able to construct a new substation in our terri 
tory to enable us to serve these customers. This substation will cost TVA 
approximately $200,000. They will have to strengthen their transmission sys- 
tem. Of course, the above will not be of much value unless they have the gen 
erating capacity to put the power on the transmission system. 

We went into the distribution of electric service, and have encouraged the 
people to use same, with the hopes and understanding that the United States 
yovernment would keep the TVA supplied with the necessary funds to fulfill the 
contract which they have made with us. 

I wish to thank you for this opportunity of presenting our case before your 
honorable body. 

Yours very truly, 
Joun L. Gray, General Manage? 


85308—53——-31 
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FAYETTEVILLE AND Linco_tn Counry, 
CHAMBEK OF COM MERCE, 
Fayetteville, Tenn., May 28, 1953 
Senator Estes KEFAUVER, 
Washington, D. C. 

Dear Str: Inclosed please find a copy of the resolution adopted by the Fayette 
ville and Lincoln County, Tenn., Chamber of Commerce on May 18, 1953, ex 
pressing our support of TVA and advocating adequate funds for its operation 

Yours very truly, 
W. R. Carrer, 
President, Fayetteville & Lincoln County Chamber of Commerce 


Whereas the membership of the Fayetteville and Lincoln County Chamber of 
Commerce is greatly concerned about the future of the Tennessee Valley 
Authority, and 

Whereas a poll has been taken of the directors and a majority of the members 
of the Fayetteville and Lincoln County Chamber of Commerce, and 

Whereas all of the directors and members so contacted have expressed them 
selves as desiring that TVA be granted the necessary appropriations to enable 
it to continue to operate as in the past, and 

Whereas we believe the benefits directly and indirectly derive from TVA far 
overshadow all other benefits which have befallen the Southeast, and 

Whereas TVA has contributed to the Nation in that it has made this region 
stronger as is evidenced by these facts: That in 1933 the people of this area 
provided only 3.4 percent of the Nation’s revenue from taxes on income; in 1950 
it produced 6.2 percent. 

That TVA has bought materials for its projects from many other States. Of 
$784 millions spent for material, $615 millions have been spent outside of the 
valley area. 

That the per capita income of the people of the valley has been raised from 40 
percent of the Nation’s average in 1933 to 60 percent today. 

That the increased purchasing power of these people has benefited peoples 
of all other sections of this country. 

That people of the area are making full use of electricity to the point that 
average residential consumption has increased from 600 kilowatt-hours annually 
to 4,000 kilowatt-hours in comparison to an average national increase from 
600 kilowatt-hours to 2,100 kilowatt-hours annually 

That this has been a yardstick in that the private companies furnishing power 
to atomie energy projects on the border of TVA territory have greatly decreased 
their rates thereby saving the Federal Government millions of dollars, and 

Whereas there are many valuable functions of TVA which would not have 
even been attempted under private ownership because profits to private owners 
would not have been great enough for selfish interests, and 

Whereas the power producing facilities of TVA are paying for themselves 
and earning a net revenue of over 4 percent for the Federal Government, now 
therefore be it 

Resolved, That without any selfish interest we go on record as favoring 
retention of TVA in its present form and that it be allowed to operate at its 
maximum efficiency. Be it further 

Resolved, That we urge the directors and administrators of the United States 
Chamber of Commerce to help us in this worthy cause. Be it further 

Resolved, That a copy of this Resolution be sent to the members of the 
Tennessee delegation in Congress, and to the Governor of the State of Tennessee. 

Adopted by the Board of Directors on May 18, 1953. 

FAYETTEVILLE & LINCOLN CouNTY 
CHAMBER OF COMMERCE, 
Fayetteville, Tenn. 
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NEWPORT UTILITIES BARD, 
NEWPorT ELECTRIC SYSTEM, 
Vewport, Tenn., May 28, 195 
Hon. Estes KEFAUVER, 
United States Senator, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR KEFAUVER: Your untiring efforts in behalf of the Tennessee 
Valley Authority program, which in effect is the people of this region, is deserv 
ing of all the consideration we can muster to lend it support 

It seems that a summary of our achievements in Newport and a listing of 
what we propose to do might be of some use to you in determining the needs 
of TVA’s budget considerations 

Naturally, our progress is limited to the extent TVA’s efforts of growth 
are curtailed. 

Our electric system has grown since 1940—the time of acquisition—from 1,227 
customers to 5,500 customers. The peak demands have increased from 787 kw, 
to 8,000 kw. Line mileage is now in excess of 500 where only 60 miles served 
the acquired system. The dairy products of our county have made tremendous 
strides with the advent of electric milkers, coolers, ete. 

We are now in process of building 35 or 40 miles of line with a like amount 
to be constructed next spring (1954). All this will require a great amount of 
electricity. Since, by contract, we are restricted in our power purchases with 
TVA, we believe adequate preparations must be made by Congress to insure 
a continuation of power supply. 

Again may I extend my personal appreciation for your efforts not only for 
TVA but for every cause which you consider worthy. 

Respectfully, 
JAMES S. FRANKS, Gen. Mgr. 


JUNE 3, 1953 
MEMORANDUM 


Re continuing fund, Southwestern Power Administration 
From: National Rural Electric Cooperative Association 

Why does SPA need a continuing fund authorization totaling $3,212,900? 

The answer is that this amount is the total of charges which could be made 
against the fund during the fiscal year. 

The SPA continuing fund is simply an operating tool. The annual authoriza 
tion of a specific amount is a bookkeeping limitation on the total of 12 separate 
monthly expenditures charged to the fund—expenditures for which SPA is con 
tractually obligated and for which SPA is instantly reimbursed—and more—out 
of power sales. 

The continuing fund is not an appropriation, but rather is the authorization 
to use certain portions of power sales revenue up to the specific total, or limit, 
for the purchase of firming energy and for the lease of transmission facilities, 
in accordance with contracts between SPA and both the power companies and 
rural electric systems located in the SPA marketing area The fund cannot be 
used for construction and does not cost the taxpayers anything, but rather is 
used to achieve greater revenues for the Government 

SPA originally requested an authorization to use $5,650,000 (Truman budg 
out of revenues for the leasing of transmission facilities and purchasin 
steam energy during fiscal 1954. Subsequent to the Arkansas supreme 
decision prohibiting the Arkansas Electric Cooperative from selling energy to 
SPA and in contemplation of delayed schedules for construction of cooperative 
generation and transmission facilities in Missouri, this request was reduced to 
$3,736,000 (Eisenhower budget) to be used pursuant to power exchange agree 
ments with the systems as shown in the following table 


85308—53——_32 
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Purchase Rental of 
of power transmis 

and service | sion facili 
charges ties 


Oklahoma utility company $112. 800 
Other utility companies 60, 900 
M. & A. Electric Power Co-op 25, 100 
Central Electric Power Co-op 736, 500 $503, 000 
N. W. Electric Power Co-op 900, 000 173, 000 
Western Farmers Electric Co-op 715, 700 340, 000 
KAMO Electric Power Co-op 169, 000 


Total . — a -.--| 2,551,000 1,. 185, 000 


The House committee recommended and the House itself deleted all of this 
continuing fund authorization request except $150,000. This $150,000 is just 
sufficient to allow SPA to carry out its exchange agreements with the commercia 
utilities, but would leave nothing to carry out its contracts with the cooperatives 

Five generation and transmission cooperatives and their 42 member distribu 
tion co-ops operating in Missouri, Kansas, and Oklahoma have invested through 
their REA loans, a total of $142 million in generation and transmission and 
distribution facilities, and the entire faith and credit of not only the generation 
and transmission cooperatives themselves, but of their member distribution 
systems is pledged to repay this money. The generation and transmission loans 
were based on the contractual assumption that the cooperatives would be able to 
exchange power with SPA under the continuing fund arrangement and the sy 
tems were designed with this assurance. If money for the continuing fund is 
not made available during fiscal 1954, SPA will have to abrogate its contracts 
with at least 5 or 6 affected generation and transmission cooperatives, which 
means that the feasibility and very existence of these farmer-owned systems 
will be seriously threatened. The power company officials in the area have said 
that the continuing fund is unnecessary and have hinted that the companies 
would be glad to be placed in a position of being able to buy out the cooperativi 
generation and transmission systems from the people who have worked so hard 
to secure their success. 

Subsequent to the hearings on this item before the Senate subcommittee 
Senator Cordon, its chairman, asked SPA Administrator Douglas G. Wright 
to get together with the cooperatives and see if the request could be reduced 
any further. 

Pursuant to this request by Senator Cordon, representatives of the genera 
tion and transmission cooperatives met with Administrator Wright in Tulsa 
on last Wednesday, May 27, and as a result of that meeting the request has been 
reduced a bit more and now stands at $3,212,900 which is the bare minimum 
necessary to carry out the power exchange contracts between SPA and the power 
companies and between SPA and the cooperatives during fiscal 1954. The 
following table shows exactly how the authorization will be used : 


Purehase of} Rental of 

power and | transmis- 
service sion facili- 
charges ties 


Oklahoma utility company : $112, 800 0 $112, 800 
Western Farmers Electric Cooperative 539, 700 $351, 000 890, 700 
Central Electric Power Cooperative , 589, 500 469, 000 1, 058, 500 | 
KAMO Ekectric Power Cooperative 0 180, 000 180, 000 
N. W. Electric Power Cooperative. | 798, 000 158, 000 956, 000 
M. & A. Electric Power Cooperative. 14, 900 0} 14, 000 | 


Total 2, 054, 900 1, 158, 000 3, 212, 900 


There are some 250,000 farm families in this area who are depending on these 
contracts for an adequate supply of electric energy at reasonable rates. 

We feel it is absolutely essential that the continuing fund authorization be 
restored by the Senate. If this is not done, we think it is safe to assume that 
our people in the area would be forced to sell out much of their systems to the 
power companies, with resulting hardships, including inadequate power supplies 
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where needed; higher costs; and further delays in serving the unserved farms 
and rural establishments. 


CHARLES A. Rosinson, Jr., 
Staff Engineer, National Rural Electric Cooperative Association 


PULASKI LIGHT AND WATER DEPARTMENT, 
Pulaski, Tenn., May 29, 1953 
SenaTOoR Estes KEFAUVER, 
Washington, D. C. 

DeAR SENATOR KEFAUVER: We thank you for your letter of May 25 concerning 
the TVA appropriations. Mayor J. EB. Roe has written you concerning out 
operations and given you certain data we furnished him 

We appreciate very much your efforts and interest in these appropriations 

With kindest regards and best wishes, we are 

Yours very truly, 
PULASKI LIGHT AND WATER DEPARTMENT, 
WaLTerR L. ANDERSON, Superintendent 


UPPER CUMBERLAND ELEecTRIC MEMBERSHIP COkRP., 
Carthage, Tenn., May 30, 1953. 
Hon. Estes KEFAUVER, 
Senate Ofice Building, 
Washington, D. C. 

Dear Estes: We want to give you this note regarding the Tennesseee Valley 
Authority as it affects our operation. 

This cooperative serves the four major counties of Smith, Putnam, Jackson, 
and Overton with portions of Clay, Pickett, White, and DeKalb. We take 
service in any amount to any person or business in our service area, promptly 
upon receipt of their application. We must continue to be able to deliver to 
our members their needs as these needs increase. 

To show the use increases, which continues to be approximately 10 percent 
each year and will so continue, we believe, in the years to come, we give below 
a few comparisons: 


Item 


Farms served 
Nonfarm residences 
Commercial, industrial and street lighting 


Total members served 


Average (April) residence use / ’ 
Kilowatt-hours sold to members for 10-month period each year 
System peak demand in kilowatts......... 


All of the above shows this cooperative is carrying out its responsibility to 
take service of any amount, immediately, to any place in its service area. We 
maintain good service and have a well designed and operated system. 

Our sole supplier is the Authority. We must not be curtailed in the electric 
service required by our members. With the thought in mind we would always 
have adequate power, we have an investment of over $4 million. We are several 
years ahead of our loan payments to the Treasury. 

This all comes down to one thing—we must have adequate power from the 
Authority. We trust Congress will maintain their agency, the Tennessee Valley 
Authority, so as to make adequate power available at all times for our members. 

Very truly yours, 
RayMonp H. ForKner, Manager. 
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KNOXVILLE 30, TENN., June 24, 1 
Senator Estes KEFAUVER, 
United States Senate, Washington, D. C. 

My Dear Senator Keravuver: I am writing you in regard to the Tenr 
Valley Authority’s occupancy of office space in Knoxville and in partic 
allay any question that the Authority has been in the past or may be 
future gouged in any respect on the rental rate which is paid to us 

Ve have rented space to the Authority since its very inception and we } 
continued through the years to attempt to meet their requirements to the he 
our ability We now have leased to the Authority all of the upper floor 
nearly 50 percent of the street floor, in all over 41,000 square feet, in the N; 
Sprankle Building; over 5,600 square feet in the Daylight Building; and ov: 
10,000 square feet in the building at 416-418 Union Avenue, 

Any increase in rentals over the years has been justitied by increase 
operation, including increased services and increased cost of labor. We h 
regularly submitted to the Authority our costs of operation and have a 
the several properties appraised by the Real Estate Board of Knoxville ir 
to determine that the net annual rental is not in excess of 15 percent of the 
of the property. The Authority is not now paying us in excess of the rental ra 
charged other tenants in other properties for comparable space in the « 
Knoxville, 

Last September the Authority approached us on a proposal of air conditioni 
the entire New Sprankle Building. We expressed our willingness to do this ai 
proceeded to develop plans and secure quotations. In October we were advis 
to hold the matter of air conditioning in abeyance. We are willing to go 
this matter further at any time. 

We have also approached the Authority on the possibility of building a ne 
building for them on the balance of the block frontage adjoining the New Sprank\ 
Zuilding. This with the New Sprankle Building would approximate the tot 
floor area of the building the Authority planned to erect in Alabama. This add 
tion would be built to meet the needs and requirements of the Authority and | 
air conditioned throughout. 

As in the past our chief concern is to furnish ample and adequate space t 
meet the Authority’s needs and to continue our most pleasant relations. 

Very sincerely, 
Howarp E. SPRANKL! 


[Copy] 
JUNE 13, 1953 
Hon. ALBERT GORE, 
Senate Office Building, Washington, D. C. 

Dear ALBERT: In its recommendation to eliminate the resource developmé 
funds of the TVA, the Subcommittee on Appropriations of the House seems 
be making a special effort to kill the agency. The TVA was created to do mo 
than simply furnish valley residents low-cost electric power, as important 
that part of its program is to the valley and the Nation. The overall progra 
of the agency, which includes flood control, navigation, and other important 
facets, is so closely woven together that it is practically impossible to separat: 
them. Control of the flow of a great river like the Tennessee to minimize flood 
dangers requires more than dams and reservoirs. Work on the watershed t 
hold the water where it falls is a very necessary part of the program. Thi 
means that lands on the watersheds of the main river and its tributaries must 
be managed to this end. Such management calls for reforestation, effective fire 
control, selective cutting, and all the other factors in a good forestry program 

Proponents of the cut in funds that would eliminate this and other relate 
parts of the TVA’s program will say that this work should be done by the State 
and other local governments. A lot is being said these days about “partnership 
between Federal and local governments” in the management of our resources 
Che TVA, in my humble opinion, presents one of the finest working examples of 
just such a partnership to be found anywhere. The TVA does not actua 
conduct a forestry program. But it furnishes the technical data and skills 
point the way, while the seven valley States finance and conduct the fine programs 
now prevailing. What is done on the watersheds of tributary streams of th 
Tennessee in southwest Virginia has some effect on the flow of the main stream 
at Chattanooga. It also makes some contribution to streamflow all the way 
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down to the mouth of the Mississippi at New Orleans. The several States must 
pe shown that such watershed development as it does within its own borders 
not only helps correct local situations but makes a contribution also to situations 
downstream from their borders. It is in this field that the TVA has done such 
effective work. Through efforts of the TVA foresters, who advise closely with 
the several States, these local governments now appropriate, collectively, millions 
of dollars of State funds for such work whereas before the TVA such expendi- 
tures were counted in the thousands of dollars. One example of how one TVA 
State avaluates its forestry program, Georgia now appropriates more than 
s? million annually for forestry. 

[ seriously doubt that representatives of nations all over the world would 
come to the Tennessee Valley to see first hand this great enterprise, as they do in 
considerable numbers, if all they would see would be a dam designed to generate 
electric powel What these foreign visitors are mostly interested in is the land 

habilitation program of the TVA. When they see the millions of man-planted 

dling trees growing on eroded and denuded lands they are made aware that 

e force other than local governments is at work to brit about such a bene 
change. These eroded scars on our landscape have been there from time 

nemorial. It is only since the TVA came that some concerted effort is being 

ide to heal these ugly wounds. It would be well to bear in mind in evaluating 
this program that every seedling tree so planted made a contribution to retarding 
the flow of the Tennessee River. It also should be borne in mind that when we 
rehabilitate the barren soils of one section of the country, such as the Tennessee 
Valley, the whole Nation benefits. America appropriates billions of dollars for 
foreign programs designed to help rehabilitate the lands of needy countries 
It seems inconceivable in the light of what we do for other nations that we 
would be so pennywise and poundfoolish as to destroy such a worthwhile re 
souree development program as is carried on by the TVA simply to save the 
$2,200,000 the agency needs to continue it. It doesn’t make good sense to me to 
send billions of American dollars to foreign lands, which in many instances is 
used for exactly the same objectives as TVA’s, while, at home, we would place 
the small sum of $2 million above the benefits which come from this program 
And this, at a time when we are reducing fertility of our Own precious soil at 
an alarming rate in an effort to feed the hungry peoples of most of the world. 

America’s natural resources made us the greatest nation on earth We 
should not be proud of the way in which these resources have been wantonly 
exploited and wasted. These natural resources of the Tennessee Valley are 

ell on the way to restoration. Local governments are doing the job with TVA 
pointing the way. Let’s not move backward, after 20 years of remarkable 
progress. Much of this fine progress will, in due course, be lost, unless TVA 
is provided with the funds with which to continue its worl I know you will 
do everything possible to have the Senate restore the resource development 
funds for TVA which the House subcommittee so ill-advisedly eliminated 

With all good wishes, as always, 

Sincerely Lou WILLIAMS. 


Keep TENNESSEE GREEN ASSOCTATION 
OFFICE OF THE PRESIDENT, 
Commerce Union Bank Blida., Camden, Tenn 
15 1953 
Hon. Estes Keravver, 
Senate Office Bldg., Washington, D.C. 

Dear Senator Kerauver: I am writing about the House recommendation for 
the elimination of al! TVA funds for resources development activities, effective 
July 1. If this small amount is eliminated, in my judgment it will be “penny 
wise and pound foolish.” 

I certainly cannot understand the attitude of some of our Representatives in 
the Congress. Some of them are willing to vote huge amounts to aid our foreign 
friends, and yet they wil! vote to cut off aid to their own citizens. I am not 
questioning the fact that it may be to our interest to help our friends over there, 
but we should at the same time think about our homefolks some too 

The TVA has done a remarkable job in reforestation, in preventing forest fires, 
and in doing other things which tend to build up our soils and thus build up our 
Nation. Our Keep Tennessee Green Association is only 3 years old and we are 
affiliated with the Keep America Green movement. We have just started, you 
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might say, to educate our people to the necessity of Keeping Tennessee G 
and in our program we have had the help, counsel and assistance of the 

There is no need to cut off this portion of the TVA funds and I hope that 
will do all that you can to restore the cuts if they are made in the House, | 
where you have made a statement about this and I know that you are in th 
accord with the views expressed herein. If I can help in any way, pleas« 
know. 

Best of luck and all good wishes. 

Sincerely yours 
Joun M. Hotvapay, Presid 


2011 BenNetr AVE., CHATTANOOGA 4, TENN 
June 19, 1 
Hon. Esres Keravuver, 
Vember, U. 8. Senate, Washington, D. C. 

Dear SENATOR KerauverR: The promise was made during the Presidential 
paign that TVA would not be crippled. That was one promise that wa 
kept. They eliminated the purpose of its creation. I’m speaking abou 
$2,377,000 appropriation for resource development program which was 
out. This is a rather small amount of money but it is important in tha 
represents what the act originally passed, was intended for. 

{ cannot speak for the entire program but I can say something about 
topographic mapping branch in which I am employed. Maybe you can re 
some of the visits you made when we were located on the fourth floor of 
Federal building. I do. Now you get an idea how long I’m been at it. 19 yea: 

Permit me to bring out some of the high lights of our growth and achieveme 

Back in 1936, the Germans had invented a process whereby airplanes « 
fly over any area and take pictures of the terrain with a special built cam 
Various mapping agencies were approached but they were uninterested 
TVA was approached and they experimented with the method and today it’s t 
accepted standard of mapping—aerial topography. I wonder where we w: 
have been in World War II if TVA had refused to develop this method 
had one of the first cameras and the second multiplex projector in the cou 
It was plenty rough because all the technical instructions were in Germai 

It made it possible for us to provide maps of foreign countries, Francs 
Holland, Belgium, Italy, Yugoslavia, China, Japan, Formosa, Korea, and 
Pacific islands. We feel that we made some contributions toward win! 
that war. 

We also feel that we developed a new method of reproduction of maps. In 
the old days rough drafts of maps were made for the immediate use and after 
7 or 8 years they would be engraved. With our method of smooth inking and 
photolithic reproduction you can have a five-color map in a matter of a fi 
months. 

Now the question arises, is it wise to abolish an organization like that? 
pose another World War comes (God forbid). We helped before and we 
willing to help again if we are permitted to do so. 

I do not believe we can be classed as parasites (local newspaper) but just 
plain American people trying to be of service to our country. 

I am 52 years of age and the last 19 have been devoted to map making. There 
are plenty of others like me in the organization. I believe we are entitled to 
some consideration as to our future. I’m not expecting any handouts, just the 
privilege to earn a living. My fellow coworkers share this desire with me. We 
would appreciate any efforts that you might put forth in the Senate to restore 
our appropriation (Topo Mapping $300,000). 

Thank you for sending me the literature I had requested last fall. 

Yours truly, 


‘ 


Georce C. ScHEID1 


(*LARKSVILLE, TENN., 
June 22, 195 
Hon. Estes KEFAUVER, 
Senate Building, Washington, D. C 


The Clarksville Chamber of Commerce, by unanimous action of its members, 
today passed a resolution taking exception to President Eisenhower’s statement 
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that TVA is “creeping socialism.” Our people in this community are deeply 
shocked that the President, in violation of his expressed pledge to keep TVA 
operating at maximum efficiency, would thus unwittingly allew himself to be 
made a spokesman for thos: who would destroy TVA. 

The demand for electrici*y in Clarksville has increased from 400,000 kilowatt 
hours per month in 1938 to 10,000,000 kilowatt-hours per month in 1953 

The consumption of electricity by the Cumberland Electric Membership Share 
Corp., With headquarters here in Clarksville, has increased from zero to 6,828,309 
kilowatt-hours per month in 1953. 

If TVA power expansion is hamstrung we cannot hope to have an adequate 
supply of power to meet our future needs 

Please present this data as you see fit to the subcommittee hearing which is 
now in session. 

JOHN J. Conroy, President, 
Clarksville Chamber of Commerce 


NORTHERN BANK OF TENNESSEE, 
Clarksville, Tenn., June 19, 19538 
Honorable Estes KEraUver, 
United States Senator, 
Senate Office Building, Washington, D. C 
Dear Estes: I appreciate very much your letter of June 2nd and I am writing 
to confirm reports that I think can be doing a good job It is my opinion that 
you and Albert have one of the heaviest loads that has been placed upon our 
representatives for some time, and that is the preservation of the Tennessee 
Valley Authority. It is a damn shame that anything that is as practical as TVA 
is and important to our national defense, as well as the area which it serves, 
has to be the victim of selfish power interests, who have influenced many people 
who are interested in their thinking including our President, Mr. Eisenhower 
We here at home are doing what we can. 
With best regards, 
Yours very truly, 
RicHarp M. HawKINs, 
President. 
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